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PEEFACE. 



r I 1 HE necessities that have recently arisen for a 
-■- great increase in taxation, and tlie probability 
that it will have to continue on a higher basis for 
many years to come, in order that the growing 
demands of almost every branch of the public service 
may be met, has induced me to make a careful 
investigation of the resources of our national 
revenue, the result of which I have condensed into 
the succeeding pages. The rapid development of 
industrial activity in recent years has necessarily 
tended to disarrange a system built up when this 
occupied a much less im.portant position in the 
economy of the world at large, and Great Britain in 
particular, than it does to-day. Other countries are 
now pressing so hard upon us, and possess natural 
advantages that we can never again hope to enjoy, 
that it is accessary to study every influence that may 
be brought to bear in the competition of the age. 

Taxation is destined to play a much more impor- 
tant part in this than many people imagine, if indeed 
it is not operating already. In comparison with her ' 
chief industrial rivals. Great Britain is in this respect 
already somewhat heavily handicapped, for not only do 
Germany and the United States require less national 
revenue, but they have a considerably greater 
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population to draw it from. Fortunately everything 
does not depend on the amount te be raised, as 
it may be procured in so oppressive a manner in one 
country as to make the burden much heavier than in 
another where the sum per head collected is greater. 
British enterprise will certainly be checked, if not 
permanently injured, by the absorption every year of 
£120,000,000 or more of its income for cost of 
government, unless it is very carefully and 
equitably distributed, and every item charged upon 
the taxpayer ought periodically to be examined with 
a view to the discovery and removal of whatever 
injustices may grow iip unperceived. The wealth of 
the coimtry is quite ample to bear any reasonable 
demands upon it, provided they are wisely adjusted, 
and not levied haphazard. 

The immense cost of the war in South Africa, and 
the further outlays that will be involved there as a 
consequence of it, give added interest to this subject 
just now. The British taxpayer certainly ought not 
to be called on to bear any more of it than is 
absolutely necessary, in view of the responsibilities 
resting on the nation in all parts of the world, and 
not the least important task of those immediately 
controlling the Imperial finances, will be to transfer 
the proper share of the liabilities to the coimtry 
where they have been incurred. 

.1. W. K. 

Liverpool, December, 1900. 



CONTENTS. 



PAGES 

PEEPACE . . . v.-vi. 



CHAPTER I. 

THE GROWTH OP REVENUE AND EXPENDITURE. 

Eras of expenditure. — Increasing relief to local taxation. — 
Changes in taxation. — Comparisons of ten years' 
Bevenue. — Of Expenditure. — Movement of the National 
Debt ... . 1-10 



CHAPTER It. 



THE INCIDENCE OF TAXATION. 



Opportunity for readjustment. — Dexelopment of present 
system. — Changes in social conditions. — Limits, of 
taxation. — Cost to working classes. — To middle classes. — 
To wealthy classes.— -Underlying principles of sound 
taxation. — ^Necessary exemptions. — Suggestions of new 
taxes. — Making taxation felt. — Budget reform . 11-30 



VUl. CONTENTS. 

CH AFTER III. 

NATIONAL DISTRIBUTION. 

PAGKK 

Differences between England, Scotland, and Ireland. — Direct 
versus indirect taxation. — Proportionate division. — Dis- 
tribution of spirit duty.— Of beer duty.— Of all liquor 
duties. — Of tobacco and toa duties. — Of total indirect 
taxation. — Of income tax. — Of death duties. — Of all 
taxation. — Ireland's special grievances. — The extra 
taxation of 1900 . . 31-51 



CHAPTER IV. 

THE LIQUOK DUTIES. 

Yield to the revenue. — Changes in spirit and beer duties. — 
Basis of charge. — Varying qualities of spirits. — Suggested 
differentiation of duty. — Bonded stocks. — Inadequacy of 
beer duty. — System in United States. — Possibility of 
tax on raw materials.— Effect on distribution of taxation. 
— Foreign spirits. — Wine duties . , 52-68 



CHAPTER V 

[ M IMI RT l> V TI li S , 

Yield of duties.— Their protectionist nature. — Tobacco duty. 
Comparison with United States. — Tea duty, — Effect of 
high duties on consumptinn, — Possibility of widening 
the scope of the tariff 69-79 



CONTENTS. IX. 



CHAPTER VI. 



DIRECT TAXATION, 



Inoidenoe on real andjpersonal estate. — The land'tax. — Land 
values. — By whom would the tax on them be paid ? — 
Inhabited house duty. — Separate assessment of land and 
buildings. — Possibilities of increased revenue as a con- 
sequence. — License duties. — Under-rating of licensed 
property. — Means of prevention. — Stamp duties. — 
Hindrance to commerce some of them inflict. — 
Eailway passenger duty 1 



CHAPTER VII. 

INCOME TAX AND DEATH DUTIES. 

Origin of income tax. — Growth of yield. — Number of con- 
tributors. — Large and small payers. — Value of invest, 
ments. — Graduation of the tax. — Remissions on Colonial 
investments. — Origin of death duties. — How now 
contributed. — Their incidence on real estate. — Inequality 
of the tax. — Suggestions for reform . . 99-116 



STUDIES 
BRITISH NATIONAL FINANCE. 

Chapter I. 

THE GROWTH OE EEYEjN'UE AND 
EXPENDITURE. 

Eras of expenditure — Increasing relief to local taxation. — Changes 
in taxation. — Comparisons of ten years' Bevenne. -Of Expendi- 
ture. — Movement of the National debt. 

r I 1 HE era of economy in national expenditure 
-*- appears to have been brought to a close about 
ten years ago. Prior to that, there had been occa- 
sional outbursts of extravagance, particularly when 
any scheme of foreign adventure captivated the mind 
of the people, but a return to moderation might 
always be reckoned on, accompanied by more or less 
strenuous efforts to enforce retrenchment in the 
Various •services. The outlays for the financial year 
ending 31st March, 1890, which could be fairly 
charged against taxation, amounted to some 
£77,500,000, and included interest and sinking fund 
on the debt, cost of maintenance and administration 
of the Army and Navy, the Civil Service in all its 
branches, and the vote for Education. This was less 
than for several years previous, though the reduction 
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was more apparent than real, because to arrive at it 
the sinking fund of the National Debt was reduced 
£1,000,000, by altering the total provision from 
£26,000,000 to £25,000,000 per annum. Trade at that 
time, and for some years subsequently, was seriously 
depressed, and the taxation reventie showed little or 
no expansion. 

Another important feature marked the year 
alluded to. One third of the old probate duty had 
previously been allotted to the relief of local taxa- 
tion, and the s\im so applied was less than 
£1,500,000. In 1889, not only was this increased to 
one-half, but the money received for excise licenses, 
which had always passed into, and been retained by, 
the Imperial Exchequer, was also, with a few 
reservations, handed over for the same purpose, and 
as a consequence the amount suddenly rose to nearly 
£5,250,000, in 1890. The movement once started 
went on apace ; the year following a small portion cf 
the beer and spirit duty was transferred in the same 
manner ; in 1896 half the rates on agricultu.ral land 
were charged against the estate duty ; and in 1899 
the relief of lates on tithe-rent charges swallowed up 
another £50,000, so that for the financial year which 
ended in 1900, the total amount of imperial taxation 
applied for local purposes reached nearly £10,000,000. 
The real object of this has been to relieve taxation on 
propertj', and a great deal of it has, of coxirse, gone 
into the pockets of landlords to the extent that local 
rates are borne by tliom. Soiiit' of it only indirect^, 
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because these rates have not actually iindergone 
diminution ; indeed, the amount raised from them, 
estimated at £33,750,000 for the whole of the United 
Kingdom in 1890, had risen in 1900 to £44,500,000. 
Thus, despite the large profits now made by munici- 
palities from gas and water undertakings, tramways 
and electric lighting, the demands upon the rate- 
payers have increased during this interval by over 
30 per cent., whereas the actual rateable vakie has only 
gone up half this, though were all properties strictly 
assessed at their real value, the increase would pro- 
balbly be much greater, l^o inconsiderable portion 
of the increased local expenditure has arisen from 
the requirements of School Boards, which absorbed 
£7,100,000 in 1890 and £12,300,000 in 1900. To 
bring elementary edtication under proper control, and 
make it really effective, it shoiild be made a national 
and not a local charge. That is what it nearly 
amounts to already, if the £10,000,000 from the 
Imperial Exchequer is set off against the £12,300,000 
obtained from School Board rates, though under the 
present educational system, the distribution of the 
relief is most unequal, particularly as between town 
and country districts. 

This diversion from Imperial to local purposes has 
to be taken into account in the growth of the national 
revenue. Much of the increase in the latter which 
has permitted the former, and at the same time made 
provision for the swelling outlays on national 
defence, has been automatic, and in the ten years 
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thei'e had not been a great deal of new taxation, 
until the extraordinary demands of the South African 
war rendered this absolutely necessary. The income 
tax, however, which stood at sixpence in the pound, 
was raised to sevenpence in 1894, and to eightpence 
in 1895, at which it remained until 1900 ; while the 
re-arrangement of the estate duty also added several 
millions to the yield of the old probate duty. Against 
these have to be recorded a reduction in the 
inhabited house duty, though as it only affected 
tenements of an annual value of less than £60, the 
largest payers of the more important direct taxes 
were not relieved. On the other hand, some of them 
did gain an advantage from the deductions allowed 
off gross rental or valuation of lands and houses for 
income tax assessments, while the smaller payers 
were benefited by the extension of the system of 
exemptions and rebates. 

The increases in indirect taxation during the same 
period were very trivial, and were more than offset 
by reductions, first in the tea, and then in the tobacco 
diity, though both have since been re-imposed as 
part of the war taxes. Thus the history of taxation 
during the decade has, with the possible exception of 
the Finance (Death Duties) Act of 1894, been 
unexciting, and perhaps for this reason the rapidly 
accumulating expenditure has been regarded by the 
jrablic with indifference. 

Bearing these ch9,nges in mind, we will follow the 
growth of revenue by compaiing it for the three 
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years 1890, 1895, and 1900. If the first may he said 
to have ended an era of economy, the second may 
equally be taken as having ushered in a period of 
extravagance, as the figures,' indeed, abundantly 
testify. Those for 1900, however, are not the sums 
actually received by the Treasury, which were 
swollen by the forestalling payments in anticipation 
of the Budget, and as these amounts have been care- 
fully estimated, they have been deducted from the 
receipts, otherwise the ordinary revenue for the year 
would appear considerably larger than it actually 
was. On the other hand, the sums collected for Local 
Taxation have been included ; otherwise the real 
amount drawn from the taxpayers would not be 
evident. We have now entered upon another era, 
and in five years' time it will be very interesting to 
institute fresh comparisons. 

1890. 1895. 1900. 

Customs £20,455,000 £20,330,000 £22,250,000 

Excise 27,130,000 30,515,000 35,580,000 

Death Duties ... 9,150,000 10,900,000 18,400,000 

Stamp Duties... 6,160,000 5,830,000 8,430,000 

Land Tax 1,050,000 1,020,000 740,000 

House Duty 1,980,000 1,460,000 1,700,000 

Income Tax 12,780,000* 15,650,000t 18,870,000+ 

£78,705,000 £85,705,000 £105,970,000 

The only reference that n'eed be made to the above is 
that the new estate duty was in operation for the first 
time in 1895, but that year only slightly benefited 
from it. Each of the taxes will be fully dealt with in 
succeeding chapters. 

* 6d. in the £. t 8d., with arrears at 7d. J 8d. In the £. 
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There are other important sources of national 
revenue, but the}' do not directly affect the pocket 
of the taxpayer. Thus, the Post Office and Telegraph 
receipts in 1900 amotinted to £16,580,000, and as the 
expenditure was only about £12,850,000, the^was a 
realised profit of very nearly £4,000,000 towards the 
relief of taxation. Similarly there is a miscellaneous 
revenue derived from various departments, judicial 
and other, under control of the Government, as well 
as from investments, like the Suez Canal shares. 

How this money has been expended an examina- 
tion of the returns of the various Departments will 
show. The military expenditure of the year 1899- 
1900 was greatly swollen by the war in South Africa, 
but the £23,000,000, plus £217,000 interest on 
Treasury Bills, which that was estimated to have cost 
up to 31st March, has been eliminated, in order that 
only the charges for ordinary maintenance of the 
Army may be included in the table. 

1890. 1895. 1900. 

Nationiil Debt £25,000,000 £25,000,000 ,£23,000,00O 

Queen's Civil List ) 

Judicial Salaries - 1,485,000 1,410,000 1,3-25,000 

Annuities, Pensions, &c. j 

Army 17,510,000 17,970,000 20,815,000 

Navy 15,270,000 17,200,000 26,595,000 

Elementary Education ... 5,080,000 8,750,000 11,250,000 

Collection of Revenue 2,560,000 2,645,000 '.>,800,000 

Civil Service 10,510000 10140,000 11.-2SO00O 

^77,415,000 83,115,000 97,065,000 

Imperial Revenue allocated |^ t; , oc (v-o 7 oi 1 nno o opk nnn 

to Local Taxation ) 5-i85,OCO 7,015,000 9,965,000 

£8a,600,0C0 £90,180,000 £107,030,000 
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Tliis, it must be remembered, does not present the 
complete national balance sheet ; it is merely taking 
out of it the figures that refer to taxation on the one 
side, and those that have to do with the non- 
prodi^gltive services on the other, with the exception 
that the cost of collecting the revenue is a set-off 
against the revenue itself, and that there are fees, 
and payments included in miscellaneous revenue 
that really constitute a credit to the accounts of the 
Civil Service. Then aga^n, there have been in recent 
years several handsome Budget surpluses, or in other 
words the taxation revenue was greater than 
required. There would have been another very 
substantial one as the result of the working of the 
year 1899-1900, had it not been swallowed up by the 
war, but it is now realised that the permanent 
increased expenditure which that will entail in the 
future renders the scale of taxation - that existed 
before totally inadequate ; and it is principally in 
view of this fact that the entire reconsideration of 
the financial system becomes necessary. 

This survey would be incomplete, as well as mis- 
leading, unless we took into account the movements 
in the National Debt, because it is well known that 
considerable provision is made in the revenue for its 
liquidation. Were it only necessary to provide 
interest on the total capital value now outstanding, 
this would amount, at an average rate of 2f per 
cent., to no more than about £17,500,000, instead of 
the £23,000,000 figuring in the table of expenditure. 
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SO that the regular sinking fund on that basis would 
be about £5,500,000, This is not the amount of 
Consols annually extinguished, however, because 
most of the fund is applied to the payment of 
terminable annuities, which, whenever they fall in, 
eliminate a big block of debt, and release the pay- 
ments against them. As a matter of fact, the actual 
interest paid in 1900 on the funded debt was barely 
£15,250,000, the remainder of the £23,000,000, out- 
side cost of management, and interest on floating 
debt, nearly all went to annuities, the payments of 
which were estimated to have reduced the nominal 
amount of the debt by nearly £6,000,000. 

In the ten years under review, the move- 
ment of the debt, inclusive of Consols, capital 
value of annuities, and floating debt, has been as 
follows : — 

1890 £690,000,000 

1895 657,000,000 

1900 629.000,000 

It will be seen, therefore, that the reduction in the 
first period was £33,000,000, and in the second onlv 
£28,000,000, though £8,000,000 was added prior to 
the close of the financial year 1900, for war expendi- 
ture, and as we are keeping that out, the reduction 
ought to be calculated at £36,000,000. On the other 
hand, a new practice has grown up since 1890 of 
borrowing under sppoial Acts of Parliament for pur- 
poses that had always previously been defrayed out 
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of revemie, such as naval works, constniction of 
barracks, and tlie building of the Uganda Railway. 
The net additions under these various headings 
amount to £9,500,000, so that the actual reduction of 
the debt in the last five years was really, after all, only 
£29,000,000, against £30,500,000 in the preceding 
five. 

Whether this is too much or too little is not a 
subject for discussion just now. What is necessary 
to understand is, that despite the growing revenue of 
the five years ending in 1900, and the realisation of 
constant surpluses, which ought to have been applied 
to the extinction of debt, but were- invariably 
diverted to other purposes, the rate of reduction has 
been lower than in the preceding five years, which 
means that the ordinary expenditure has been 
steadily encroaching upon the sinking fund. This 
was going on before 1899, when the Chancellor of the 
Exchequer ofiieially recognised it by knocking 
£2,000,000 ofE the sum applied to the service of the 
debt. Practically the whole of the labour of the last 
ten years in this respect has now been undone, and 
the 31st March, 1901, will see the debt at a higher 
figure than in 1890, unless meanwhile arrangements 
are concluded for fixing the responsibility for it 
elsewhere. 

It is not merely the increased expenditure on the 
military aid naval forces of the Empire that will 
have to be taken into account in the financial 
arrangements that have become necessary. With an 
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increased debt, the means for discharging it ought 
to be commensurately provided, which will involve 
an addition to the item for this service, as well as to 
those relating more particularly to the national 
defences. 



Chapter II. 
THE INCIDENCE OF TAXATION. 

Opportunity for readjustment. — ^Development of present system. — 
Changes in social conditions. — Limits of taxation. — Cost to 
working classes. — To middle classes. — To wealthy classes. — 
Underlying principles of sound taxation. — Necessary exemp- 
tions. — Suggestions of new taxes. — Making taxation felt. — 
Budget reform. 

NOT for a quarter of a century has the 
responsible head of the English Treasury- 
been ofEered so splendid an opportunity for the 
exercise" of financial statesmanship as is now 
presented by the requirements of extraordinary 
expenditure for the conduct of the war and 
the permanent military measures for home 
defence that must follow. He has no fear of an 
ironclad Constitution before his eyes ; no risk of 
having his plans upset by the decisions of a Supreme 
Court ; provided he secures the assent of the House 
of Commons to his proposals, they are absolute and 
final. But the Chancellor of the Exchequer failed 
last year to rise to the occasion, and produced' a 
Budget for which the only suitable designation is 
commonplace. So much so, indeed, that despite the 
strict secrecy maintained regarding it, thousands of 
people rightly guessed its details, and busied them- 
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selves in making preparations by clearing dutiable 
commodities out of bond as fast as they could raise 
the money to do so. It became necessary to intro- 
duce the Budget a month before the regular time ; 
otherwise, of some dutiable articles twelve months' 
consumption might have been forestalled. As it was, 
the day and a half's notice resulted in the payment 
into the various Custom houses of £2,150,000, and 
the circumvention of the increased duties to the 
extent of fully £250,000, whereas, with a little 
originality, it would have been the speculators who 
would have found themselves circumvented. It is 
safe to say that under less critical circumstances than 
existed at the time, the Budget would have given rise 
to a storm of criticism and opposition, principally 
from the ranks of the party usually supporting the 
Government, such as has not been experienced for a 
generation. 

The financial reforms which occupied sq much of 
the attention of the British electorate in former 
years, resulted in a fairly equal division of the 
revenue between direct and indirect taxation, 
whereas previously the yield of the latter was much 
in excess. That this was fair at the time there is 
little reason to doubt ; but it is open to serious 
question whether, under the altered circumstances 
resulting from the steady progress of the nation, 
these proportions, as now levied, are any longer 
equitable. Without making enquiries into this, the 
principle was rigidly adhered to that a given sum 
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having to be raised from additional taxes, it must be 
divided equally between tbe two branches, with the 
result, in this instance, that 50 per cent, was added 
to the income tax which was previously unduly 
high ; 5 to 15 per cent, on alcoholic liquors, some of 
which could well have stood a good deal more ; 12|- 
per cent, on tobacco, and 50 per cent, on tea, both of 
which it would have been better to leave alone. One 
advantage claimed for this unimaginative scheme was 
that it disturbed none of the existing machinery of 
collection, and necessitated nothing new, whether 
likely to be an improvement or otherwise. A 
manufacturer who clung to his old plant because an 
overhauling of it now and again involved some 
trouble and expense, even though it produced better 
results, would soon find himself in the Bankruptcy 
Court ; and if the British national finances are to be 
arranged with a view not to disturb the desks in the 
public offices, or to inconvenience the clerks who sit 
at them, the country will suffer, not perhaps frona 
bankruptcy, but certainly from serious economic 
evils. One little item in the Budget, as originally 
introduced, affords an idea . of what utter disregard 
was paid to commercial interests. A tax of £150,000 
on produce brokers' contracts might have been 
excusable, had such a sum been wanted to balance a 
year's revenue and expenditure. But to impose it 
towards meeting a deficit of £50,000^000 can only be 
described as sublimely ridiculous, and within twenty- 
four hours there was such a general revolt against it 
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on every Exchange where produce transactions are 
entered into, that it had to be abandoned. It was 
somebody's fad, and adopted without making enquiry 
as to the inconvenience it was likely to create. 

Great Britain is on the threshold of what is likely 
to prove a fierce financial controversy. The days of 
simple and nicely adjusted Budgets are over for the 
present. The demands upon the Exchequer for 
years to come are likely to be enormous, and even 
should the present scale of taxation be found 
adequate to meet them, there will be determined 
efforts to revise its distribution. The theory that 
direct taxation is paid by the rich, and indirect by 
the poor, however correct it may have been at one 
time, no longer holds good. There used to be a wide 
gap between what are known as the working classes, 
and those engaged in trades and professions. It is 
now completely bridged over, and crowds of skilled 
and steady artisans are relatively a good deal better 
off than many of those in the social grades above 
them. It is no longer equitable, then, to frame 
estimates by classes ; the individuals composing them 
must be got at more closely, and each treated as fairly 
as possible. 

It is usual to aittribute the great bulk of the 
consumption of dutiable and exciseable commodities, 
other than wines, to that section of the community 
whose incomes exclude them from the demands of 
direct taxation. That it does contribute m6st of the 
revenue raised from beer, spirits, tobacco and tea is 
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undoubted, but that it should be credited with the 
full amount it pays is open to grave question. When 
a labourer or mechanic is haled before a police 
magistrate and fined for having been drunk and 
disorderly, the money is treated as a penalty, not as 
a tax. Unfortunately, drunkenness is more preva- 
lent among this particular class than any other, 
partly because it is the most numerous, but partly 
also because its home and social surroundings are 
not always conducive to comfort. When, therefore, 
a working man, upon the receipt of his wages, pro- 
ceeds to make a beast of himself by over indulgence 
/in strong drink, we are not entitled to credit the 
amount he furnishes the revenue as a legitimate con- 
tribution of taxation from the class of which he is an 
unworthy member, but rather to regard it as a 
penalty for misbehaviour. Such an individual is not 
a fair representative of the working classes of the' 
country, and must be considered apart from them. 
If a proper estimate is to be arrived at of what they 
actually pay, we must take an average industrious 
and steady man, who is in no way parsimonious, but 
partakes moderately of life's indulgences. He may 
drink two or three glasses of beer a day and smoke a 
couple of ounces of tobacco a week, only three- 
fourths of which, however, will have paid duty, as 
the other fourth is moisture. As a beer drinker, he 
will consume but little spirit, perhaps the equiva- 
lent of two bottles proof in the course of the year. 
If he has a wife and family, the household expendi- 
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ture will include half a pound to a pound of tea a 
week, and occasionally some other dutiable article. 
The wife may also take a little alcohol, the children 
not, at any rate until they are doing something to 
support themselves. Now, upon this basis, let us see 
what would actually be paid in taxation in the course 
of the year by a working-class household : — 

Beer, equal say to 2 barrels (72 gallons), at 7/9 £0 15 6 

Spirits, 2 bottles (equal J-gallon proof), at 11/- 5 6 

Tobacco, 5 lbs., at 3/- 15 

Tea, 35 lbs., at 6d 17 6 

Coffee, Cocoa, and Sundries, say 6 6 

£3 

This ought fairly to represent the outlay of an 
artisan, or a man in a similar position of life, earning 
from 30s. to £3 a week, of whom there are some 
millions in Great Britain to-day. He pays little or 
no direct taxation. His house escapes duty ; he very 
rarely needs a revenue stamp of the value even of a 
penny. He perhaps buys an occasional bottle of 
patent medicine, and may keep a dog, both of which 
are taxed, though in the latter event, as likely as 
not it is for sporting purposes, or productive in some 
other way of more than the license costs. Practically 
he gets off for some 2 to 4 per cent, of his income, 
and if he pays much more than this, it is by way of 
penalty, and not taxation. 

Now let us move a grade upward in the social 
scale. There are great numbers of citizens, such as 
tradesmen in a moderate way of business, agents, 
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small mercliants, struggling professional men, and 
employees in receipt of fair salaries, whose incomes 
are upwards of £3 a week, and wlio are liable there- 
fore to income tax. An income of £300 a year is 
perhaps as fair an average for this class as £2 a week 
for an artisan. On £140 of it he pays a tax, which at 
the present rate amounts to £7. He resides in a 
house charged with a duty say of 10s. In addition, 
he must bear his share of indirect taxation, which 
will amount, in all probability, to a little more than 
that of the artisan, as his tastes are somewhat more 
luxurious, and will extend to an occasional cigar, a 
bottle of wine, and very likely a larger bill for spirits. 
If in business on his own account he will require 
revenue stamps for some of his contracts and engage- 
ments ; in any case his more legal niind will secure 
his affairs with written and stamped documents. 
Taking everything into account, he is fortunate if 
he escapes with a contribution of 5 per cent, of his 
income to Imperial taxation, irrespective of demands 
upon him for local rates, which the artisan, in a sense 
escapes, as they are included in his rent, and paid 
imperceptibly at often less than a shilling a 
week. Indeed, the system under which the latter 
pays everyft.ing fails to bring home to him the fact 
that he pays anything, while the personal demand of 
the tax collector upon the former, made several times 
in the course of the year, frequently entails some 
preliminary hoarding and economy. 

It ■ is contended that as income increases, the 
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percentage of taxation should move with it, and 
in reason, the principle is a sound one. But 
something more has to be taken into account 
than the mere monetary contribution, which 
is in a sense an investment for which every taxpayer 
is entitled to a return. The prince and the peasant 
alike share the personal protection afforded by the 
Army and Navy; the former, 'in addition, obtains 
secuiity for possessions which the latter lacks. The 
good government of the country through the various 
branches of the Civil Service is equally important to 
all who dwell in it. But one of the urgent require- 
ments of modern civilisation marks an important 
parting of the ways. The artisan, with four or five 
children of school age, sends them to the Board 
School and pays nothing for the excellent education 
they receive. The social surroundings of the man of 
moderate income forbid his participation in this 
advantage. He must send his four or five children 
to establishments where the fees for each pupil 
amount to several pounds a year ; and if he has any 
desire to see them prosper in the world, £20 or £25 
will barely cover his outlay. This is not a tax it is 
true, but it is an inexorable duty imposed on him by 
the State with which he must comply, ov lose caste 
among his equals, which might perhaps also entail 
the loss of income. Nor has he the same latitude as 
the artisan in matters of residence and dress. Both 
he and his family must in these recognise a higher 
standard, and in a score of other little ways, circum- 
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stances render him liable to perpetual, if trivial, 
drains upon his means, so that with the same amount 
of thrifty management, the artisan with £2 a week 
is often in a better position to make ends meet 
comfortably than the salaried or professional man 
with £300 a year. 

Nor does the contrast end yet. At a comparatively 
early age, the artisan withdraws his children from 
school and sets them to a trade, at which they 
immediately begin to earn a wage sufficient to clothe 
if not to feed them, and in the course of a very few 
years they become practically self supporting. Even 
the girls soon add something to the family exchequer 
—or at least perform those domestic duties which in 
other homes must be paid for. To fit them for the 
sphere of life in which they are expected to move, 
the children of the middle class must continue their 
education a year or two longer, generally, too, on a 
more expensive scale, and when at last they go out 
into the world, their earnings for some time, if they 
are fortunate enough to have any at all, are barely 
sufficient to keep them in pocket money. The girls 
may or may not take situations open to their class ; 
they can rarely do more at first than relieve the 
pressure which idleness may entail. 

These are matters which do not affect the 
debit and credit of the ISTatibnal Exchequer, but 
are purely personal. Nevertheless, if legislation is 
to be practical, they must be taken seriously into 
account. In other respects, marked distinctions are 
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made in the requirements of different grades of 
society. Acts of Parliament protect artisans in their 
factories and workshops, which no one would dream 
of applying to mercantile establishments. The whole 
constitutional system is permeated with the acknow- 
ledgment of the existence of various grades of 
society; the financial system recognises but two — 
the poor and the rich — and draws a very arbitrary 
line at a very arbitrary point between them, instead 
of merging them by successive stages. There may 
have been good Reasons for this when it originally 
took its present shape some quarter to half a century 
ago. But the world, and especially the little corner 
of it in which the United Kingdom is located, has 
moved rapidly since then ; and in stubbornly insist- 
ing that what was judicious and equitable in former 
days must be equally applicable now, the leading 
men of both parties exhibit a want of 
political imagination, if not indeed of statesmanlike 
intelligence. 

Some readjustment or graduation of existing 
burdens will have to be made between these two 
large classes, who between them constitute more than 
nine-tenths of the nation. To the wealthy, justice 
must also be done, but there is less necessity to be so 
exact. It is doubtful if there are as many as one 
hundred and fifty thousand individuals in the United 
Kingdom in the enjoyment of incomes of anything 
like £1,000 a year ; and we can hardly describe any 
having less as wealthy, though many live in ease, 
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and even luxury, on a more moderate figure. A rich 
man, for the present at any rate, pays a minimum of 
6 per cent, through the income tax, though it has 
hitherto been barely 3-|- per cent. As his individual 
consumption of dutiable commodities is limited, even 
with liberal household expenditure his contribution 
by means of indirect taxation can only represent a 
small, often a merely fractional, per centage ; while 
unless disposed to be litigious or engaged in property 
transactions on a large scale, the claims upon him 
through the other direct taxes, such as stamps, 
cannot be very large. It is not until he is dead, and 
no longer capable of enjoying his possessions, that 
the State gets any substantial hold upon his assets. 

Briefly, then, a well-to-do artisan pays something 
under 5 per cent, of his income in taxation in such a 
way that he is never aware of it, while he of ben receives 
benefits from the State far in excess of his contribu- 
tion to it, as his return in education alone may for 
many years be two or three times his total outlay. 
That very vague body known as the middle classes, 
pays from 5 to 10 per cent., and is often made to feel 
it oppressive, while obtaining .few of the advan- 
tages extended to its humbler fellow-citizens. The 
wealthy pay a little over a certain 5 per cent., with 
the inducement that the longer they live the smaller 
is the relative demand upon them for more. In one 
respect, at least, the death duties, which are regarded 
by them as the most serious burden, fall with great 
inequality, as where successors to great estates are 
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fairly advanced in life, the intervening period of 
payment will be short, but when young it may be 
unduly prolonged. An illustration of this was lately 
afforded, where the heir to a great English landed 
proprietor, who died in the fulness of years, is of an 
age that in the ordinary course of events the estate will 
not again be mulcted for half a century or longer. This 
particular class undoubtedly has a grievance, but it 
is one to be settled among themselves. The fortunate 
possessor of £1,000,000 may be supposed to derive an 
income of at least £35,000 a year from it. As the 
estate duty payable at his death would be £80,000, it 
is equivalent to 10 per cent, of the income of 23 
years, or rather longer, as legal deductions from 
capital value invariably reduce the sum rendered 
liable. It would certainly be less of a gamble, both 
to the millionaire and the Exchequer, if the duties 
could be so re-arranged as to fall with a little more 
regularity and equality. 

But before we can arrive at a safe basis for any 
all-round re-adjustment, we must consider not only 
the social, but the commercial and industrial con- 
ditions prevailing at the present time. When the 
great transfers were made from indirect to direct 
taxation, wages were low, and food and the other 
necessaries of life were dear. The volume of business 
was much less, but profits were much higher, not 
perhaps than those ruling just recently, but upon a 
fair average of fat and lean years together. Inter- 
national competition had scarcely come into play. 
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British, manufacturers had everywhere pretty much 
their own way. When the present trade activity has 
come to an end, as it must sooner or later, they will 
have to face a keener rivalry than ever before, 
because the instruments of production have every- 
where been extended and enlarged, and must now 
represent a capacity for the supply of a demand in 
excess of what is likely to be the average of say the 
next five years. The first object, therefore, should 
be to remove every burden and tax on production, 
which must include alike material and the labour 
employed in m.anipulating it. There m.ay be an 
occasional exception to so broad and sweeping a 
principle, but it can only apply to anything that is 
either a source of danger to the comm.unity, or that 
distinctly partakes of the nature of luxury. 

A tax on any description of raw material, except 
under such circumstances as have just been named, 
is so admitted and evident a hindrance that there is 
no need to waste words in combating it. But labour 
is undoubtedly such a material, possibly the most 
important of all, and no burden of any kind must be 
put upon it, tending to render it less efiicient. The 
first essential to efficiency is an ample supply of 
food and clothing for the labourer himself, and for 
those dependent on him, and if this is admitted, it 
precludes every idea of raising the cost by any 
artificial means. Of course, there may be differences: 
of opinion as to what these comprise, but there can 
be none that they do include bread, meat, vege- 
c 
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table food of all kinds, some fatty substance such as 
butter, and also cotton and woollen clothing. The 
proposition of an import duty, however slight, on 
anything of the sort stands therefore self-condemned, 
and the advocacy of it, in the United ^j^ingdom at 
any rate, is likely to bring small reward for the 
pains. The millionaire and the casual dock labourer 
are equally entitled to exemption here. Besides, 
such a tax can never fall equitably. It may amount 
to only 1 per cent, of the full wages of an artisan, 
but when trade is slack, and only half time can be 
put in, it is at once doubled when it ought to be 
halved. The payer of income tax or of estate duty 
receives instantaneous relief from a reduction of in- 
come or capital, or at least is legally entitled to it. 

With these reservations, every other subject of 
taxation ought to be approached with a perfectly 
open mind. Unfortunately, it is too much the habit 
of a great many people who take an interest in such 
subjects to test every proposal for iiscal change, not 
upon the broad grounds of justice and expediency, 
but upon preconceived ideas regarding free trade and 
protection, and if they fail to pass easily through the 
very narrow free trade gauge always kept handy for 
the purpose, they are unhesitatingly condemned and 
rejected. These two terms represent great principles 
no doubt, but a forced interpretation is placed upon 
them which the circumstances of the present day 
no longer justify. Provided a tax falls on the 
right people in the right way, it ought not to make 
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any difference whether it is paid to a collector of 
cTistoms or the receiver in an inland revenue office, 
and until we realise this, our range of vision is 
necessarily limited. The- question of protection 
ought to be a secondary, not a primary consideration. 
It would certainly he most inadvisable, by means of 
fiscal legislation, to establish monopolies such as 
exist in most thoroughly protectionist countries, and 
with which, indeed. Great Britain is threatened, 
despite free trade. But an impost which has almost 
everything to recommend it as a source of revenue, 
ought to be regarded with more, not less, favour, if 
in addition to its other advantages it is likely to 
afEord a slight advantage to a home producer against 
a foreign rival. ,If we study a list of British imports 
as recorded in the Board of Trade Returns in this 
spirit, we shall discover more than one entry well 
able to pay toll to the Treasury that now escapes. 
They do not render any direct assistance to industry, 
and are utilised from choice, and not necessity. 

It is not my intention here to . single out any 
particular item. In doing so one al'ways incurs the 
suspicion of having an axe to grind ; and similarly, 
to propose a new direct tax incurs the risk of being 
regarded as a fad. A score or so of the latter might . 
easily be suggested, and if one or two are taken by 
way of illustration, it must not be supposed that they 
are either more or less appropriate than others. 

Let us take first the luxuries of the wealthy. A 
box of cigars may cost 20s. or 200s., yet if the con- 
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tents weigh a pound, it pays 5s. 6d. duty — that is, 
roughly, 25 per cent, in one instance, and 2^ per 
cent, in the other. Where is the justice in this ? A 
man who can afflord to indulge in a two-shilling 
cigar can also afford to pay more to the revenue than 
one who has to be content with a twopenny or 
threepenny weed. An ad valorem, rather than a 
specific duty would meet the case. A revenue stamp 
affixed to each box, without which it would be illegal 
to sell it, would indicate to the customer on what 
basis the duty had been paid, and at the same time 
prevent fraud, as no one would be likely to pay 100s. 
for cigars that had only been valued for duty at 60s. 
Again, wealthy people own racehorses, sometimes 
worth as much as 37,500 guineas. An ad valorem 
duty on horseflesh would be somewhat difficult to 
levy, nor is it advisable to interfere with the breeding 
and rearing of blood stock. But these animals 
are kept for a specific purpose, and an opportunity to 
tax them is afforded whenever they are used for it. 
If every entry for a racing fixture had to be made on 
a form bearing a revenue stamp in proportion to the 
value of the stakes, not only would the Exchequer 
benefit, but the opportunities for fraud would often 
be minimised. The reply of the wealthy will be 
that they object to any additional taxation of any 
kind whatever, as they pay too much already. If 
their contention is right, relieve them from an 
equivalent of say the income tax or estate duty. 
These are compulsory, the others voluntary, and 
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taxation under the latter system is always preferable 
to the former. 

To invent a tax likely to fall exclusively on 
the middle classes is an impossibility, as many 
individuals belonging to it participate in the habits 
of those above them, while the class below intrudes 
on theirs. All three seek recreation and amusement 
at the theatre or the music hall. Why not tax 
tickets and prices of admission, say 10 per cent., with 
a minimum of one penny, so that the proprietor can 
collect it in each instance from his patrons ? Nobody 
would go less often, and most people would soon 
learn not to grudge the copper or two. Both the 
artisan and middle classes can be reached in another 
way. Regularly, for six months in the year, and 
periodically during the other six, railway companies 
issue excursion tickets much below the ordinary 
fares. There is already a passenger duty levied on 
first-class fares, and in France a large sum is raised 
from express fares, or grande vitesse. But such 
journeys are as often as not made for business pur- 
poses ; excursions are invariably for pleasure and 
would be much more justly taxed. The annual 
holiday is now as much a part of the life of the 
steady artisan, as of the clerk or Member of Parlia- 
ment, and an extra penny on every half-crown of his 
railway fare, if below the usual cost, would add 
materially to the revenue, without stinting him in 
his subsequent enjoyment. The companies also cater 
extensively for race meetings throughout the 
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country, and the attendants upon tliem are a very- 
desirable class of contributors. 

No doubt an outcry would be raised against such 
proposals if seriously entertained, and much 
righteous indignation expressed at an attempt to tax 
the pleasures of the people. But surely this is 
preferable to taxing their necessaries — and one or the 
other will have to be done if the nation is to maintain 
its present scale of expenditure. Outside experi- 
ments in the past have not, it is true, proved a suc- 
cess, but they were not wise ones. The van and 
wheel tax, for instance, sought to be imposed some 
years ago, was .a deliberate tax on industry, while 
none of those just suggested touch it, directly at any 
rate. Unfortunately, however, both political parties 
in the State are afraid of treading on ground that may 
not be very firm, and one is always eager to make 
capital out of the other's mistakes. So they jog 
along on " safe principles " and " the old lines." 

It is, moreover, extremely desirable that the 
working classes should be made to realise that they 
are taxed. They now possess such enormous political 
power — ^to which they are justly entitled — ^that their 
responsibilities must be brought home to them. How 
many of them know that the South African war cost 
them in a single year several millions sterling ? Very 
little actually came out of their pockets ; most of it 
out of the quality of their liquor, which they are not 
connoisseurs enough to detect. Let them rather 
take the occasional penny or twopence out of their 
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pockets, and pay it down, knowing wliere it goes to 
and what it is for. They are anything hut unreason- 
able in such matters. It rarely happens that an 
intelligent representative of the class, though he may 
hold extreme socialistic views, complains that it is 
overtaxed^ Nor does he maintain that its employers, 
be they merchants or manufacturers, are under- 
taxed. The grievance is, that private fortunes are 
frequently amassed through the expenditure of 
public money, and the demand is that the State or 
municipality shall claim substantial toll from them. 
We want no more Budgets framed on the principle 
of the total sum to be added or remitted divided by 
two, and each half distributed between direct and 
indirect taxes that already exist. Even should the 
collection of the national revenue cost a fraction per 
cent, more, the advantages to be obtained are worth 
the expense. Further, the plea that re-distribution 
would upset office arrangements, and impose new 
duties on the staffs, is a slander on the ablest and 
most conscientious Civil Service to be found in any 
country in the world. Many members of it must be 
sick of the monotonous routine that meets them on 
the threshold of the department they enter, and clings 
tenaciously to them until the age arrives for retire- 
ment to the Pension List, and would welcome an 
occasional variation in duty other than arises from 
promotion by seniority. An addition to the number 
of positions that require the exercise of a little more 
brain power, and a little less red tape and mathe- 
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matical precision, will help to keep the service from 
falling asleep, a temptation that must now often be 
difficult to resist. 

The United Kingdom does not need a fiscal revo- 
lution, but it is nevertheless desirable that a 
reasonable amount of the time of future Parlia- 
mentary sessions should be devoted to the considera- 
tion and solution of the problems of taxation that 
now confront the nation. The existing system did, 
in the past, represent as fair an incidence on all 
classes of the community as there can be any 
reasonable expectation of ever arriving at. But it 
has ceased to do so, and demands re-adjustment in 
such a way as to distribute the burdens more 
equitably, and more in accordance with the changing 
conditions of modern life and industry. 



Chapter III. 
NATIONAL DISTRIBUTION. 

Differences between England, Scotland, and Ireland — Direct versus 
indirect taxation. — Proportionate division. — Distribution of 
spirit duty.- — Of beer duty. — Of all liquor duties. — Of tobacco 
and tea duties. — Of total indirect taxation — Of income tax. — 
Of death duties. — Of all taxation. — Ireland's special grievances 
— The extra taxation of 1900. 

IMPORTANT as is tlie incidence of taxation upon 
the various sections and classes of the com- 
munity, these classes themselves may exist under 
totally differing conditions in different parts of the 
Kingdom. We know, for instance, that there is 
always a constant warfare between agricultural and 
industrial districts, and when the interests o± a 
country are preponderatingly in one direction, the 
minority is certain to have a string of grievances. 
But in the case of the United Kingdom of Great 
Britain and Ireland, there exist at least three well 
defined entities which are the subjects of special 
legislation, and for which many separate laws are 
made and maintained, thus formally recognising 
some difference in characteristics and requirements. 
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It is the custom, however, to treat all alike as regards 
fiscal matters, and with one or two trifling exceptions 
the same taxes run everywhere throughout England, 
Scotland and Ireland. In the case of Ireland, at 
least, the protests have been loud and numerous 
against similar treatment to the other cotintries in 
the partnership on the ground of its intense poverty, 
but the replies have always been, either that the 
much heavier expenses of local government justify 
it, or that the individual Irishman is only taxed to 
the same extent as the individual Englishman and 
Scotsman for what he consumes, and consequently 
there cannot be any injustice. 

But there is another way of lookin? at the 
matter. As already mentioned, it has long been the 
established policy of British Finance to distribute 
the revenue as evenly as possible between direct and 
indirect taxation. How far this has been accom- 
plished, we will examine the figures for the financial 
year ending 31st March, 1899, to ascertain. I am 
selecting them in preference to those of the year 
later, as the former were normal, the latter abnormal, 
having been seriously disturbed by the eager rush to 
pay duties in anticipation of the Chancellor of the 
Exchequer raising the rates in his Budget. The 
figures for the year ending in 1901 will likewise 
suffer from this disarrangement, as the returns will 
be correspondingly reduced. 

Now the amount actually collected from taxation 
by the Imperial Exchequer in the year 1898-9 was 
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£100,040,000. A certain portion of this was diverted 
to the relief of local taxation, but witli the exception 
of license duties, it consisted of contributions made 
from the great taxes, which for present purposes may- 
be neglected. But licenses, though granted and 
charged for by the Imperial authorities, do not, 
except to a very trivial extent, benefit the Imperial 
Exchequer at all, and ought, therefore, to be 
deducted. As they ' amounted to £4,040,000, the 
Imperial taxation must really be taten, for the pre- 
sent purpose, at £96,000,000. Of this, £43,850,000 
was obtained from the different direct taxes, and 
£52,150,000 from customs and excise, again 
eliminating from the latter the sums paid for 
licenses. It will be seen, therefore, that the theory 
is not quite converted into practice, because instead 
of being equal, direct and indir,ect taxation stand to 
one another in the ratio of about 46 to 54, though 
after all this is not very disproportionate. 

When we come to distribute this taxation among 
the three countries concerned, both theory and 
practice are thrown into convulsions, as we shall see 
by the following figures : — 



England. 

Direct £37,585,000 

Indirect 40,460,000 


Scotland. 
£4,050,000 
6,430,000 


Ireland. 

£1,950,000 

5,250,000 


£78,045,000 


£10,480,000 


£7,200,000 


Proportion direct to , „ , .„ 
indirect J *^ *° °^ 


39 to 61 


27 to 73 
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To make the Irish ratio even as favourable as it is, I 
have adopted the plan of adding the Irish portion of 
the license duties to direct taxation. They are not, 
as in England and Scotland, handed over to the local 
authorities, other supposed equivalents being given 
in their stead, and though included in excise as 
indirect taxation, licenses are really personal taxes, 
and consequently direct ones, as the cost of them can 
rarely if ever be added to a commodity. 

These figures, then, show that in England the 
taxation is as nearly as possible divided, and ought 
tp be regarded as theoretically perfect. But what 
about Scotland and Ireland ? If the same theory is 
to hold good, and direct taxation were to constitute 
the basis of the levy, Scotland would pay about 
£8,000,000 a year, instead of, as at present, 
£10,500,000, and Ireland less than £4,000,000, 
instead of over £7,000,000. I am not contending 
that either would be the legitimate sum ; but in face 
of the figures given, it is manifestly absurd to 
continue to work the finances of the United King- 
dom, and concurrently with them those of the British 
Empire, on the principle of equal proportions. It 
has produced real grievances already, and if, as is 
most likely, the national expenditure goes on rapidly 
increasing, necessitating the raising of fresh 
revenue, the hardship must be further intensified. 

Such being the position from the point of view of 
the aggregate taxation, it now becomes necessary to 
examine it in detail. In the first place, it ought to 
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be mentioned that Wales is included with. England. 
No attempt has ever heen made to keep the figures 
for the two countries distinct, and could they be 
analysed, it would probably be found that Wales 
approximated more closely to England than either to 
Scotland or Ireland. Except in the South of the 
Principality, there are no great accumulations of 
wealth ; but on the other hand the majority of the 
people are very abstemious, and on the whole their 
contribution to the Exchequer cannot be regarded as 
excessive. But as soon as we cross the Tweed or the 
Irish Channel, we have not only larger populations, 
but they are possessed of suiSciently distinct 
characteristics to affect the Imperial revenue. 

Care must be taken to avoid using as the basis 
of comparison the sums actually paid in the different 
countries by way of taxation. There is a great deal 
of whiskey distilled, and some beer brewed, both in 
Scotland and Ireland, which, while paying duty 
there, are eventually consumed in England, and after 
all, a Scotsman or an Irishman only pays duty on 
what he drinks, and not on what he sells to somebody 
else, because in that case the duty is refunded as well 
as the prime cost of the article. On the basis then of 
what each country consumes, and not on what merely 
happens to pass through its custom houses and revenue 
ofiices, let us see what they contribute respectively 
to taxation. The population of the United Kingdom 
during the currency of the fiscal year 1898-9 was 
estimated to be 40,250,000. The exact distribution 
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is now a somewliat difficult matter to fix, because it 
is almost ten years since tte figures were last allotted 
by the census, but pending the publication of the 
results of the forthcoming one, the following may be 
taken as approximately correct : — 

Population. 

^"^Waler*^) 31.500,000 

Scotland 4,250,000 

Ireland 4,500,000 



Home 

made spirits 

consumed. 


Duty paid. 


Average 

per 

head. 

s d. 


23,150,000 gals. 


£12,150,000 


7 9 


7,075,000 „ 


3,700,000 


17 5 


4,100,000 „ 


2,150,000 


9 7 



40,250,000 34,325,000 „ £18,000,000 • 9 



In addition to the above there were consumed some 
8,125,000 gallons of foreign imported spirits, which 
pay a slightly higher duty than those of British 
manufacture. Not only in actual quantity, but in 
proportion, these are used more largely in England 
than the other countries, but 'without going into the 
details, we will merely add the duties to the foregoing, 
and so find the exact national contributions to the 
Exchequer on spirits. 

Total duty. Rate per head, 

s. d. 

England and Wales £15,800,000 10 

Scotland 4,150,000 19 6 

Ireland 2,500,000 11 1 

£22,450,000 11 2 

Scotland, it will be seen, easily heads the list, while 
it is astonishing to find that Ireland, where spirits 
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are the national beverage, contributes little more 
tban England, wbere beer is the prevailing drink. 
Whatever special grievance exists then as regards 
the spirit duty is a Scotch rather than an Irish one. 

We come next to the beer duty, where naturally 
"we expect to find the incidence very different to 
spirits. The exact consumption cannot be quite so 
accurately gauged, as the movements from the 
breweries cannot always be followed to their ultimate 
destination ; but the following table shows the result 
very closely. Population, of course, is taken on the 
same basis as before : — 



Barrels 

subjected 

to duty. 


Amount 

of duty 

paid. 


Estimated 

duty on Average 
home con- per head, 
sumption. s. d. 


England & Wales 30,970,000 


£10,450,000 


£10,775,000 6 10 


Scotland 1,930,000 


650,000 


585,000 2 6 


Ireland 2,900,000 


980,000 


770,000 3 5 



35,800,000 £12,080,000 £12,080,000 6 



The actual barrelage consumed was greater than the 
above, but beer is by no means all of the same 
quality, and in calculating for duty the whole is 
reduced to the basis of a specific gravity of 1055 ; 
much of the liquor being below this, really paid less 
ihan 6s. 9d. per 36 gallons. 

To complete the estimate, the wine duties must be 
"taken into account. Here alcoholic strength is 
impossible to follow, as each description of wine 
differs, and each rate of duty covers a wide range. 
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Like imported spirits, too, an undue proportion is 

drunk in England. Without going into separate 

details, it may be said that the total yield of the tax 

in the year under review was ^1,400,000, and by 

distributing this sum in the same way as the others 

we are now able to arrive at the precise contribution 

of each country to the drink duties, as well as the tax 

per head of the population : — 

Population. ^""'^ duties paid Average 
^ on consumption, per head. 

B. d. 

England and Wales ... 31,500,000 £27,770,000 17 7 

Scotland 4,250,000 4,770,000 22 6 

Ireland 4,500,000 3,380,000 15 



40,250,000 £35,920,000 17 10 

So far, then, from intemperance being the principal, 
or even an important cause of Ireland's poverty, as 
is sometimes asserted, the people of that country 
spend less and drink less than either of the others. 
The real facts of the case are the other way ; Ireland 
drinks less because she is poor, and were her people 
to attain to anything like the same well-being as on 
the other side of the channel, there is little doubt 
the liquor bill would attain to fully the same propor- 
tions. Scotland, apparently, drinks and spends half 
as much again, and considerably more even than 
England, though it is by no means so wealthy a 
country. Indeed the charges as just set forth lead 
at once to the further enquiry whether each 
nationality gets equal value for its money. 
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This, too, can be effectively answered, at any rate 
as far as spirits and beer are concerned. Each, gallon 
of the former charged in the preceding tables is a 
proof gallon. Each barrel of the latter contains 36 
gallons of a specific gravity of 1055, which means 
that every 10 gallons contain the equivalent of 
alcohol in one gallon of proof spirit, or 3 6/lOths 
gallons to the barrel. The following then shows the 
alcohol consumed, and the tax paid on it : — - 

Total 
Average Gallons Av'ge proof Duty 

Gallons per Barrels proof per spirit per 

spirits, head. beer. spirit. head, con- head. 

sumed. s. d. 

England & Wales.. 29,810,000 -95 31,940,000 114,984,000 3-65 4-60 16 10 

Scotland 7,900,000 1'85 1,680,000 5,688,000 1-35 8-20 22 

Ireland 4,740,000 1-05 2,280,000 8,208,000 1-HO 2-86 14 fi 



42,460,000 1-05 36,800,000 128,880,000 3-20 4-25 17 2 



Nothing could more effectively prove upon what a 
radically unsound principle the drink taxation of the 
United Kingdom is based. England is the wealthiest 
country, consumes by far the most alcohol, and yet 
pays less than the average rate of taxation upon it. 
Ireland is an extremely poor countrv, and while 
consuming but little more than half the alcohol per 
head of England, contributes nearly as much 
revenue. Scotland, though by no means a poor 
country, is not nearly so rich as England, yet the 
liquor laws condemn it to a rate of taxation very 
nearly twice as heavy. Nor is this all, for the 
average volume of liquor drunk by the Englishman 
is proportionately still greater. His beer is made up 

D 
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of 1 part of spirit to 9 at least of other liquid, while 
the Scotsman or Irishman does not often drown his 
proof spirit to quite the same extent. A remedy for 
this state of things will be discussed in a subsequent 
chapter. 

The drink duties are, of course, by far the most 
important source of indirect taxation, still the sums 
Taised on other commodities are quite large enough 
1,0 exercise an important influence on the averages 
as well as the totals. The taxes levied on tobacco, 
tea, and a few other articles of produce, like coffee, 
cocoa, and dried fruits, are, moreover, straight- 
forward and simple, and bear equally upon con- 
sumers in all parts of the Kingdom, in whatever 
manner and for whatever purposes they are used. 
The distribution is only approximate, because these 
commodities are liable to be moved about freely from 
one country to another after clearance from bond, 
but the figures are based on careful enquiries made 
a few years ago from railway and shipping com- 
panies, as well as from information derived from the 
custom houses. The figures then are as follows : — 



tobacco 


Average 


Tea 


Average Average Total 


Duty 


per 


Duty 
Paid. 


per Sundry per Aver- 


Paid. 


head. 


head. Duties, head. age. 


£ 


s. d. 


£ 


s. d. £ 8. d. 



England & Wales 8,660,000 & f, 8,060,030 2 660,000 Sd. 7 11 

Scotland 1,160,000 6 6 400,000 1 lOi 75,000 4d. 7 7i 

Ireland 1,200,000 6 4 660,000 2 6 75,000 4d. 8 a 



£11,000,000 6 6 £4,020,000 2 £800,000 Ed. 7 11 



In this instance, therefore, Ireland heads the list, but 
her position there is more legitimate, because her 
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consumption likewise is the largest. The question 
may nevertheless well be raised, whether it is wise 
to tax so heavily commodities upon which the poorest 
classes of the community are dependent for a few of 
the comforts of life, quite irrespective of the luxuries. 
That some taxation on them is advisable may at once 
be conceded, but there are other commodities quite 
as suitable, which might well bear a share of the 
burden, which are at the same time more largely 
consumed in England than elsewhere, and would, 
therefore, fall with greatest weight on the country 
best able to bear them. 

Omitting small and incidental charges then, the 
indirect taxation as levied in the year 1898-9 was 
distributed among the three countries as follows : — 

s. d. 

England and Wales 25 6 per head. 

Scotland 30 IJ „ 

Ireland 23 2 „ 

which everybody will admit is quite out of proportion 
to the relative ability to bear it. Nor is there even 
the excuse that it corresponds with the actual con- 
sumption of the respective populations, because, as 
we have seen, England comes olE far more cheaply 
in this respect than the others, whereas from the 
strict point of justice the situation ought to be 
reversed. 

To return to the subject of equal or unequal distri- 
bution between direct and indirect taxation, we have 
now to consider the direct sources. Two of these 
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may be quickly dismissed. Stamps yielded the very 
considerable total revenue of £7,705,000, wbicb 
increased a year later to £8,430,000. But wbile a 
tax, and a personal one, these duties are scarcely 
regarded by the payers in that light. They are 
rather charges on business transactions, and are in- 
cluded under the same category as brokers' commis- 
sions, lawyers' fees, and similar expenses incidental 
to financial and commercial transactions, or invest- 
ment and dealings in real estate. Their distribution 
is thus afE.ected rather by the activity than density of 
population, and as with the possible exceptions of 
Edinburgh and Glasgow, there is no centre out of 
England in which the nature of business involves 
heavy outlays on stamps, the bulk of the revenue is 
collected there, though by no means the whole of it 
falls upon English taxpayers. Land tsix and inhabited 
house duty, too, may be briefly dealt with. Ireland is 
exempted from both ; there are not a great many 
people either in England or Scotland subjected to 
them, and the yield is not very considerable — 
£2,382,000 for the year 1898-9. The incidence is 
about Is. 6d. per head in England, and 8d. in 
Scotland. 

These taxes are to a certain extent voluntary, but 
the two great ones — income tax and estate or death 
duties — fall compulsorily upon everybody possessed 
of a moderate income, or a little accumulated wealth. 
To maintain strict accuracy of comparison, the figures 
for the year 1898-9 are again taken, though 
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a reference to those for the subsequent one will be 
interesting. 

The sum actually collected for income tax was 
J18,042,000. With the exception of £245,000 
obtained from sources which cannot be definitely 
allocated, and are classed as Imperial, the contribu- 
tion of each of the three countries, together with the 
sum per head, works out as follows : — 

Tax Average 

Population. Colleoted. per head. 
£ s. d. 

England & Wales.... 31,500,000 15,284,000 9 8 

Scotland 4,250,000 1,809,000 8 6 

Ireland 4,500,000 704,000 3 2 



40,i250,000 £17,797,000 8 10 



There may be a little cross payment of the tax on 
dividends and such like, calculated to disturb theise 
averages slightly. There are probably more people 
living in Ireland having investments in companies 
and corporations paying the tax in Great Britain 
than the reverse, as most Irish joint stock under- 
takings are essentially local. That would tend 
slightly to raise the average per head in Ireland. 
This, however, is fully if not more than offset by 
incomes derived from Irish estates spent out of the 
country, and from which it receives little if any 
benefit. It may, at any rate, be taken for granted 
that the income tax paying population of Ireland is 
only one-third as wealthy as in England, and if this 
were to apply 'to the whole community, the indirect 
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taxation ought to be only one-third also — ^that is, 
about 8s. 6d., instead of 23s. 2d., per head. Taking 
the earnings of the population below the income tax 
standard, they are probably in many instances not 
much in excess of one-third the corresponding figure 
in England, though allowance must be made for the 
less exacting expenditure of an Irish peasant or 
labourer as compared with an English one. 

The difference between Scotland and England is 
not so striking, though to the extent that it does 
exist, it ought to favour the former country instead 
of the latter in the matter of indirect taxes. 

For the year 1899-1900 the sum received from 
income tax increased to £18,867,000. There was an 
increase of population also, though not to a corre- 
sponding extent ; but dividing the separate contri- 
butions on the old basis, the averages work out at 
10s. 2d., 8s. lid., and 3s. 2d. respectively — that is, 
increases of sixpence and fivepence for England and 
Scotland, but no change for Ireland, where tlie actual 
gain was only £7,000; so that while practically the 
whole commercial and industrial world was 
advancing in prosperity, the little corner in which 
Ireland is situated was at a standstill. This does 
not apply to the country as a whole, which has 
undoubtedly advanced within the last few years, in 
spite of being handicapped by its system of taxation. 
This affords all the stronger reason why such a 
readjustment should be effected as would afford a 
stimulus rather than a drag, by releasing sums now 
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unfairly extracted by the Exchequer, for purposes of 
agricultural and industrial development. 

The estate duties do not afford quite so safe a basis 
for argument. They are apt to vary from year to 
year, not only in total yield, but in distribution, 
though as far as the former is concerned they 
have hitherto regularly increased. For 1898-9 the 
total sum was £15,732,000, and again eliminating 
£206,000 as allocatable only to Imperial sources, the 
separate and average distribution was as follows : — 



Population. 

England and Wales 31,500,000 
Scotland 4 250 000 


Duties 
collected. 

£13,332,000 

1,456,000 

738,000 


Average 

per head. 

s. d. 

8 6 

6 10 


Ireland 4,500,000 


3 3 


40,250,000 


£15,526,000 


7 9 



For the succeeding year the total showed the very 
large increase to £18,409,000, but this was supposed 
to be due to several special circumstances which may 
not quickly recur, and until more experience ha.s 
been gained it would not be wise to calculate on this 
basis for the immediate future. But the distribution 
altered greatly also, for whereas the average in 
England rose from 8s. 6d. to 10s. per head, and in 
Scotland from 6s. lOd. to 7s. 6d., in Ireland it fell to 
2s. lO^d., comparisons which would certainly be 
unfair to take as a standard. At any rate, no 
injustice is done to Great Britain by adopting the 
figures of 1898-9. 
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Taking tliese two items of direct taxation then, 
together with land and house tax, which if they do 
liot exhaust, at least embrace almost everything the 
taxpayer is compelled to disgorge, and including as 
well as contrasting them with the sums obtained by 
indirect means, we arrive at the following results : — 

Indirect Direct 

Taxation Taxation Total. 

per head, per head. 

s. d. s. d. £ s. d. 

England and Wales 25 6 19 8 2 5 2 

Scotland 30 IJ 16 2 6 IJ 

Ireland 23 2 6 5 19 7 

Scotland thus retains the unenviable distinction of 
being the most highly taxed portion of the United 
Kingdom, while the extreme poverty of Ireland does 
eventually secure it relief, though not in the right 
way. The predominant partner in this instance 
scores, and scores heavily, because there can be no 
doubt whatever that from the point of view of actual 
wealth, of expenditure upon luxury, and of general 
habits of life, England should contribute more, 
perhaps considerably more, than either of the others. 

It is sometimes asserted that although the actual 
contribution of Ireland to Imperial taxation may be 
in excess of its wealth, if not of its power to pay, the 
continuance is justified because the amount finally 
available for strictly Imperial purposes averages no 
more than from the rest of the Kingdom. This, 
however, is neither a fair nor a reasonable way of 
looking at it. If the local government of Ireland is 
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costly, it should be provided for by local taxation, 
and the money not handed over to the Imperial 
Exchequer to be withdrawn from it again. By this 
means the real burdens on the country are con- 
cealed, and the chances of introducing economies 
greatly minimised. If the best way of paying the 
Royal Irish Constabulary, for instance, is by im- 
posing duties on whiskey, tea, and tobacco, let a 
certain portion of such duties be set apart for that 
purpose, instead of maintaining them on the ground 
of equality with Great Britain, when as a matter of 
fact they are m.ost unequal. No country has a right 
to complain of being compelled to provide the cost of 
thoroughly efficient government, whatever it may 
amount to, legitimately carried on, but the people 
have a right to demur to taxation imposed for one 
specific object, and diverted to totally different ones. 
With the single exception of the re-adjustment of 
the death duties by Sir "William Harcourt in 1894, 
no important fiscal change has been undertaken for 
upwards of a quarter of a century. Such stagnation 
has tended to keep the question in the background, 
where it is not likely to remain much longer. The 
first recent attempt at change proved a somewhat 
clumsy one, and was based on no other idea than the 
continued retention of the proportions between direct 
and indirect taxation. A sum of about £12,000,000 
having been considered advisable to raise in this 
manner, it was roughly divided into £6,000,000 from 
each source. The most important item was an 
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addition of fourpence, that is of 50 per cent., to the 
income tax. On the basis of the figures we have 
been dealing with, this ought to yield over 
£9,000,000, but as large amounts at the higher rate 
will only be collected after the close of the financial 
year, about £6,000,000 additional is • all that is 
expected from it. The remaining £3,000,000, falling 
into the year 1901-2, will, if the rate is maintained at 
Is., bring the total up to at least £31,000,000, that is, 
£12,000,000 or £13,000,000 more than the last year 
under the eightpenny rate, so that to m.aintain his 
principle, the Chancellor of the Exchequer will have 
to reduce the income tax to ninepence or tenpence at 
the outside, which will then give the equivalent yield 
of the extra customs and excise duties, provided 
these are maintained intact. Thus some skiHul 
manipulation is required to ensure the equilibrium. 

The indirect portion was not limited to one 
item like income tax, but spread over four. This 
afforded an opportunity for redressing some of the 
previous inequality. It looked at first as though 
something of the sort was going to hanoen, because 
while the tax on spirits, falling as we have seen most 
heavily on Scotland and Ireland, was raised 6d. a 
gallon, that is, by about 5 per cent, only, the corre- 
sponding movement in beer was Is. a barrel, or 15 
per cent. But this was subsequently spoiled oj 
raising the duty on tobacco 4d. a pound, or 12^ per 
cent., and still more so by that on tea to the extent 
of 2d., or no less than 50 per cent. This will appear 
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evident by showing, in the first place, what the total 
increase amounts to, and then how it is distributed. 





Former 
Taxation. 


Increase. 


New 
Tax. 


Average per 

head on total 

population. 




£ 




£ 


s. d. 


Spirits 


22,450,000 


5% 


1,122,500 


64 


Beer 


12,080,000 


15 % 


1,812,000 


11 


Tobacco .... 


11,000,000 


12i% 


1,375,000 


8 


Tea 


4,020,000 


50 % 


2,010,000 


1 



£49,550,000 12i% £6,319,500 3 IJ 



These figures do not quite agree with the estimates 
put forward by the Treasury, because they are based 
on actual previous consumption without any account 
being taken of the forestalling of the new duties, 
eventually to be counterbalanced by the prolongation 
of them to August instead of April, 1901, should no 
further change be made in the next Budget. Now 
we will ascertain how these duties are likely to fall 
in the respective countries which contribute them : — 

England (31,500,000). 



• Spirits .. 

Beer 

Tobacco.. 
Tea 



Former 




New 


Average 


Taxation. 


Increase. 


Tax. 


per head. 


£ 




£ 


s. d. 


15,800,000 


5 % 


790,000 


.6 


10,775,000 


15 % 


1,616,250 


1 


8,650,000 


12J% 


1,081,250 


8 


8,060,000 


50 % 


1,530,000 


1 


£38,285,000 


13 % 


£5,017,500 


3 2 
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Scotland 


(4,250,000). 








Former 

Taxation. 

& 


Increase. 


New 
Tax. 

£ 


Average 

per head. 

s. d. 


Spirits 


4,150,000 


5% 


207,500 


1 


Beer ....*.... 


535,000 


15 % 


80,250 


4} 


Tobacco 


1,150,000 


12i% 


143,750 


8 


Tea 


400,000 


50% 


200,000 


11 



£6,235,000 10 % £631,500 2 llj 



Ireland (4,500,000). 





Former 

Taxation. 

£ 


Increase. 


New 

Tax. 

£ 


Average 

per head. 

s. d. 


Spirits 


2,500,000 


5% 


125,000 


7 


Beer 


770,000 


15 % 


115,500 


6 


Tobacco 


1,200,000 


12i% 


150,000 


8 


Tea 


560,000 


50% 


280,000 


1 3 



£5,030,000 13 % £670,500 3 



Thus, the individual taxation in each country is 
again nearly equal, though the pressure of the 
income tax will be only about one-third as heavy in 
Ireland as in England — that is, the war tax has so 
far been raised in proportion to population, and not 
to wealth. There is, moreover, a special injustice in 
this, because England largely, and Scotland also to 
some extent, benefited by the enormous expendi- 
ture which this taxation has gone to meet, whereas 
very little of the money found its way to Ireland. 
The entire population will have to contribute the 
^670,000, whereas the £200,000 or £300,000 of 
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income tax will be paid ty the very few, and will 
include most of those who profit by the war. It is 
not direct taxation that the Irish people complain 
of ; they would like to contribute a great deal more 
largely to it than they do, as their ability in this 
respect would make the indirect taxes much less 
onerous. 

As far as Scotland is concerned, the movement was 
just in the right direction, though it will have to go 
a long way further to reach an equality. This can 
best be attained by continuing to narrow the 
difference between the beer and spirit duties in the 
manner begun in the last Budget. The great 
mistake of that measure, as we have seen, was an 
addition to the tea duty, greater in actual yield as 
well as in percentage, than any of the others, falling 
with exceeding hardship on Ireland, where the 
burden ought to have been the lightest. An oppor- 
tunity will soon be afforded for rectifying this, as 
well as some of the other inequalities that exist. 



ClIAPTEE IV. 

THE LIQUOE DUTIES. 

Yield to the revenue. — Changes in spirit and beer duties. — Basis of 
charge. — ^Varying qualities of spirits. — Suggested differentiation 
of duty. — Bonded stocks. — Inadequacy of beer duty. - System 
in United States. — Possibility of tax on raw materials. -- Effect 
on distribution of taxation. — Foreign spirits. — Wine duties. 

alHESE dvities have become so prolific a source of 
revenue, that, quite apart from the use made 
of them as a check on intemperance, they are of 
the utmost national importance. For the year 
ended 31st March, 1900, the amount collected by 
the inland revenue from spirits and beer manufac- 
tured in the United Kingdom was £32,648,297, and 
by the customs on foreign wines and spirits imported, 
an additional £6,863,000, or together upwards of 
£39,500,000, and as the total revenue derived from 
taxation amounted to £108,500,000, this item con- 
stituted no less than 37 per cent, of it. True, this 
was abnormal for reasons previously stated, and was an 
increase from £35,900,000 the previous year, so that 
had the clearances been only normal, the receipts 
would probably have amounted to no more than 
£37,000,000, though still retaining much the same 
proportion to the total, which would have been 
correspondingly reduced. 

62 



THE LIQUOR DUTIES. 53 

We Lave already considered fully how this sum is 
distributed, and it remains now to examine the 
duties themselves. As far as spirits are concerned, 
they are very old, and have undergone very little 
change. As long ago as 1860, the tax on proof 
spirit, which it may be mentioned is estimated to 
contain 57 per cent, of pure alcohol, was fixed at 
10s. a gallon, and for thirty years any alteration was 
of quite a temporary character. Then in 1890, Mr. 
Goschen, who was Chancellor of the Exchequer, 
endeavoured to solve the licensing difficulty by a 
scheme of compensation for dispossessed license 
holders, and to provide the necessary funds, imposed 
an additional sixpence a gallon on spirits, as well as 
sixpence a barrel on beer. But the outcry in the 
country against establishing a vested interest in 
liquor licenses, which the House of Lords had shortly 
before declared to be non-existent, was so powerful 
and successful that the measure had to be withdrawn, 
though meanwhile the duties had become actually 
•operative. Instead of repealing them, the whole of 
the extra tax on spirits, and half that on beer, were 
.applied to the relief of local taxation and the pro- 
motion of technical education. At 10s. 6d. the duty 
remained until March, 1900, when as part of the 
rscheme of additional taxation rendered necessary by 
"the war it was raised to lis. 

The beer duty, as such, is comparatively modem. 
Until the year 1880 the tax was levied on the malt 
Jrom which beer is brewed, and restrictions placed 
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on the use of other materials. This had long been 
regarded as a tax on agriculture — ^that is, on the 
harley from which malt is made ; and without going 
into the history of the question, it may merely be said 
that the duty of 2s. 7d. and 5 per cent, per bushel 
of malt was converted into one of Gs. 3d. per barrel 
of 36 gallons of beer of the specific gravity of 1057, 
which proved to be almost an exact equivalent. As 
a matter of fact, it was intended to make the new 
duty a little higher than the old, and when this was 
found to have failed, the specific gravity was lowered 
to 1055, which had the desired result. The agri- 
cultural interest has really been injured rather than 
helped by the change, inasmuch as it has not only 
afforded a great stimulus to the import of foreign. 
barley, but by allowing brewers greater freedom, has 
led to the introduction of other materials. On the 
whole, however, the change has proved beneficial, 
and certainly equitable, because a standard can be 
fixed for the levy on beer that was impoBsioie on 
malt, which naturally varied in quality in accoraance 
with the seasons. The tax was raised in 1890 to 
6s. 9d. as already mentioned, and again in 1900 ta 
7s. 9d. 

The charge of lis. is not levied on each gallon 
of spirits cleared for consumption. Onlv a 
small percentage of it probably passes the exact 
standard known as proof. Whatever it is above this 
or falls short of it, as ascertained by the revenue 
oificials, is charged extra or allowed for according to 
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scale. But beyond this, no distinction is made. It 
may be a gallon of the vilest potato spirit, worth 
only a few pence, and little better than rank poison, 
or a gallon of the choicest brandy or whiskey, worth 
ten or fifteen shillings. In the case of most other 
commodities, the low priced portion has a fair 
claim to consideration for a reduced scale of duty, but 
in that of spirits there is every reason why the order 
should be reversed. It is the cheap stuff that fills the 
jails and woikhouses of the country, and if its 
consumption could be prevented we should soon 
experience a vast diminution both of crime and 
poverty. 

Prohibition may be impossible, but obstruction at 
least is comparatively easy. The lowest quality of 
spirit, or as it might better be termed, liquid fire, 
is manufactured for immediate consumption, and 
no effort is made to endow it with any keeping 
properties. On the other hand, it is well known that 
the longer spirit is kept, the less harmful it 
becomes, the maturing process modifying, if it does 
not actually eliminate, the ingredients that act so 
detrimentally upon the physical and mental organs; 
of fhe human system. The object would be attained, 
therefore, by taxing the new spirit so highly 
as to bring its selling price approximately nearer 
to the old, and so discounting the advantages 
of the former. Naturally the longer spirit is retained 
in warehouse under present conditions, the costlier 
it becomes. It has in the first place to be of fairly 
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good quality, wliicli means a fairly high price. The 
loss of interest on the capital sunk is an appreciable 
annual item, in addition to which there is the cost of 
warehouse rent and insurance, and the risk of loss by 
leakage or evaporation. The older the liquor is, the 
better it is, and also the more expensive under present 
excise conditions. 

Spirit retained for so short a period even as twelve 
months is bound to lose some of its evil proper- 
ties, perhaps the worst of them. An inducement, 
therefore, should be held out to distillers to prepare 
their liquor in such a way that it will keep at least 
this length of time. The prospect of a saving of say 
2s. a gallon in the duty would probably exercise a 
wonderful effect, and that could be offered by making 
the present rate of duty applicable only to spirit 
that had been kept in bond for at least a year, any- 
thing withdrawn earlier to pay 13s. The year's 
charges would amount to nothing like this, conse- 
quently there would be a substantial profit by the 
delay. The inducement after that need not be so 
great, but still sufficient for a time, at any rate, to 
covers expenses, say for spirit withdrawn after the 
second year in bond a reduction to 10s., and after 
the third year to 9s., while a further concession of 
6d. a year might be made for another year or two, 
limiting the minimum rate at 7s. 6d. a gallon, which 
would be but little more than half the maximum. 
There need be no fear that this concession will 
unduly cheapen the price even of good liquor, which 
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is less affected by the duty than the inferior kinds 
that would go on paying the higher, if not the 
highest rates. 

The practicability of this scheme naturally depends 
upon whether there is a sufficient quantity of 
spirit actually in stock to work upon, so as to pre- 
Tent the consumption of any that is newly distilled. 
The figures with respect to this are absolutely con- 
clusive. Stocks slowly but steadily accumulated for 
many years, until the production began to increase 
so rapidly that five years ago the movement went on 
at a greatly accelerated rate. It has progressed 
during the last half century as follows : — 

1854 4,090,000 gallons. 

1864 11,095,000 

1874 26,249,000 

1884 59,245,000 

1894 103,813,000 

1900 157,170,000 

As the annual consumption of home made spirits may 
now be reckoned at some 35 or 36 million gallons, 
this means that there is about four and a half years' 
supply in existence, and that not a glass need be 
drunk that is not at least several years old. The 
movement, too, shows but little sign of cessation, 
though the crisis in the whiskey trade a short time 
ago brought it face to face with the fact that the rate 
of production was altogether excessive. The move- 
ments to 31st March for the last two years are not 
■without interest in this respect : — 
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1899. 1900. 

Actually distilled 63,437,884 gallons. 59,246,277 gallons. 

Delivered for home ] „. „„, „,, . „„ „.„ „„„ 

consumption J 3*.334.084 „ 38,716,733 „ 

Exported under bond 5,541,421 „ 5,284,611 „ 

Used in methylation.. 4,781,369 „ 4,978,027 „ 

Ships' stores, &c 284,736 „ 318,845 

"^dSncLfallowedl M^"-^^" " ^'^^^'^^-^ " 

49,381,820 „ 53,808,848 „ 

Excess production .... 14,056,064 „ 5,437,429 „ 

sBi^s^as 14,056,064 

In Stock, 31st March, 1898 137,676,475 

„ 31st March, 1900 157,169,968 „ 



The reduction in the excess for 1900 is to some extent 
only apparent, on account of the heavy withdrawals 
in March, so that the available stock is really larger 
than the total given above. 

The effect of this upon the revenue would 
probably be difficult for an expert with all bonding 
particulars available to decide, and for an outsider 
utterly impossible. The moment is nevertheless 
propitious for adoption, because for a time nicely 
balanced Budgets are luxuries in which the nation is 
not likely to be allowed to indulge, and a miscalcula- 
tion of a million or so in the spirit duties will not 
seriously imperil financial arrangements. After the 
experience of a year or two, the estimates will be 
capable of as nice adjustment as formerly. 

The beer, like the spirit duty, is subject to slight 
variations in accordance with strength. Thus the 
quantity charged to duty during 1899-1900 was 
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nominally 37,090,986 barrels, including what was 
subsequently granted drawback on- export, wbile 
tbe number of bulk or liquid barrels actually pro- 
duced was 39,473,449. But bere tbe similarity ends. 
Beer is consumed almost as rapidly as brewed, and is 
not stored like spirits for years. Aere adds rather to 
its dangerous properties, and there is consequently 
no reason to afford facilities for keeping it. The test 
of strength is amply su£B.cieht, and whatever the rate 
of duty actually fixed, it can remain general. 

It is the wisdom of the rate itself that must be 
called in question. Much has been written in the 
previous chapter to show how entirely dispropor- 
tionate in every respect it is to the tax on spirits, 
even since it has been raised to the higher level of 
7s. 9d. a barrel. One further contrast remains to be 
stated. Ordinary kinds of spirit are not worth 
anything like lis. a gallon in bond, unless something 
very special or very old, consequently the duty 
exceeds the value, frequently by several hundreds 
per cent. But a barrel of beer of the 1055 standard 
has generally a selling price of 40s. or more, so that 
the duty is only 25 per cent., a little more or less, of 
its brewing value. All things considered, there is a 
distinct call for a substantial increase. The present 
rate in any case is quite insignificant, when calcu- 
lated on the retail price. It is only slightly over 
2^d. a gallon, less, that is, than three farthings a 
quart, and considerably under a farthing on the glass 
which sells at three halfpence or twopence; indeed, 
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were it made an even farthing the half pint, it 
would be equivalent to 12s. a barrel, or 50 per cent, 
more than at present, when the tax upon the indi- 
vidual consumer would still be a light one. The 
head of a household drinking two glasses of beer a 
day would contribute no more to the revenue than 
the rest of the family drinking half a pound of tea 
a week. 

English fiscal policy is so totally at variance with 
that of the United States, that there is naturally 
some diffidence in making the suggestion for the 
adoption in either country of something existing in 
the other. But England can learn from America, as 
well as America from England, and in this instance 
at least the American policy is much the better one. 
The duty on spirits is fl.lO a gallon, that is, about 
4s. 6d., against lis. in the United Kingdom. The real 
difference may not be exactly represented by these 
figures, because American whiskey is distilled princi- 
pally from rye and maize instead of barley, and the 
properties which accrue through age in one country, 
are at least attempted to be imparted in the process 
of manufacture in the other. All classes in America 
consequently drink comparatively new spirit, and the 
annual production is restricted as nearly as possible 
to the consumption. Thus the stock remaining in 
bond on the 30th June, 1899, was 136,925,136 
gallons, or just one million gallons less than six 
years previously, the fluctuations meanwhile having 
been very slight. This quantity is neai-ly as large as 
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in the United Kingdom, only as the home consump- 
tion during the year was upwards of 83,500,000 
gallons, it was but equal to one and a half year's 
supply, instead of four and a half. 

So low a rate of duty might be expected to result 
in excessive consumption, but when extent of popu- 
lation is considered, this is found not to be the case; 
indeed, the average of about 1"15 gallons per head, 
inclusive of fruit brandies and imported spirits, is 
considerably lower than in Scotland, though slightly 
higher than in either England or Ireland. But in 
its choice of liquor, America much more nearly 
resembles Scotland than England — that is, the 
people drink spirits rather than beer. Up to the 
30th June, 1898, the 'duty on the latter was fl, or 
4s. 2d. a barrel of 31 gallons, equal to about 4s. lOd. 
for 36 gallons, against 6s. 9d. in the United King- 
dom, that is the gallon of spirits and the barrel of 
beer were about equally taxed. Notwithstanding the 
lower duty, however, the beer consumption averaged 
only half that of the United Kingdom, say 37,500,000 
barrels of the smaller capacity for nearly double the 
population. But to provide funds for the prosecu- 
tion of the war with Spain, the beer tax was raised to 
|2 a barrel, that is to about 9s. 6d., against the 
English 7s. 9d., while spirits were continued at 
4s. 6d., against lis., so that now in America a barrel 
of 36 gallons of beer pays more than double the 
gallon of spirit, whereas in England it is charged 
little more than two-thirds, and there is no doubt 
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that the American principle is the right one. This 
great increase in the duty, moreover, scarcely aiEected 
consumption, which in the first year of its currency 
fell ofE by less than a million barrels. The extra 
cost to the consumer was too slight to be appreciable, 
and made hardly any difference in the quantity he 
drank. Whether the duties have anything to do 
with it or not, the fact remains that the American 
people consume a smaller average of alcoholic liquor 
than the English. 

If modification is desirable, what direction should 
it take ? If taxation is to be remitted, a simple plan 
of coiirse would be to reduce the spirit tax and leave 
beer alone ; if increased, to raise the beer duty and 
leave spirits alone. Another alternative has been 
suggested in the graduated spirit tax, but there is 
still a third which offers itself in the materials used 
for the production of alcoholic liquor, as distinct 
from the actual liquor itself. 

I have previously contended that a tax on any 
form of raw material is unjustifiable, unless under 
special circumstances. Now, such a special circum- 
stance does arise when the product of raw materials 
is taxed before passing into consumption. The 
malt duty was in a sense a tax on such material, but 
the objection to it on that ground was purely senti- 
mental ; it was admitted to be the consumer and not 
the producer who paid it, as is, indeed, almost invari- 
ably the case with dutiable commodities of every 
description. The principal raw material in beer, as 
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■well as in. spirit, is barley, which as a rule is con- 
verted into malt before brewing or distilling. Nearly 
all the barley grown in the United Kingdom, as well 
as the large quantity imported, is used for one or 
other of these purposes ; it , is not baked into bread 
for hum.an consumption, and as a rule only used as 
cattle feed after it has been through the brewery or 
distillery. In case of need, however, barley can be used 
for bread, and in some countries still is. An important 
problem. m.uch discussed some time ago, and likely to 
come to the front again, is food reserves in case of 
war and blockade, as the population of the United 
Kingdom is largely dependent on foreign supplies. 
A duty on foreign cereals has been suggested to 
stimulate an increased growth at home ; national 
granaries have been advocated for storing purposes. 
As far as wheat, the staple of English food, is con- 
cerned, the former solution of the difficulty is out of 
the question, but barley stands on a different footing. 
An import duty on it would not be a tax on the food 
of the people, but m.erely an additional one on its 
alcoholic drink. If sufficiently high, it would un- 
doubtedly stimulate the home production, and much 
land in England, Scotland, and especially in Ireland 
would be put under barley, which is now, if not 
exactly derelict, at least always bordering on the 
verge of passing out of cultivation. To what extent 
there is room for this, the following figures of the 
imports for the last five years will show : — 
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1895 28,619,000 owts. £5,538,000 

1896 22,477,000 „ 5,710,000 

1897 18,958,000 „ 4,681,000 

1898 24,457,000 „ 6,791,000 

1899 17,189,000 „ 4,950,000 

An import duty of Is. a ewt. on this basis would 
yield the revenue about £1,000,000 per annum, and 
raise the price of barley about 20 per cent. If this 
gradually curtailed the import, until all barley 
required was produced at home, it would mean an 
increase of about five million quarters in the cereal 
crops, which in case of emergency could be used for 
food instead of for beer or whiskey. It maj- be inci- 
dentally mentioned that imported barley is nearly all 
foreign, so that a duty on it would not involve a 
colonial grievance of any magnitude. 

"What effect would this have on the cost of 
alcoholic liquors, assuming that barley was increased 
in price by Is. a cwt. all round, which would likely 
be the case, so long as any of foreign growth was 
needed ; in the event of all that was wanted being 
grown at home, the value would be fixed by market 
competition, and, like is often the case with wheat in 
France, might be no higher than in other countries. 
The quantity of malt used in brewing for the year 
ended 31st March, 1900, was 58,462,000 bushels. 
The legal weight of the bushel of malt is 42 lbs., 
and as it takes 100 parts of barley to make 80 of 
malt, the bushel of the latter is equivalent to not 
quite half a hundredweight of bai'ley. It is further 
estimated that two bushels of malt are equivalent to 
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one barrel of 36 gallons of beer of the specific gravity 
of 1055, so that a duty of Is. a cwt. on barley would 
mean an additional tax of Is. a barrel on beer. 

The equivalent on spirits is less easy to calculate. 
The quantity of malt used in distillation' was 
1,410,000 quarters, or .say 11,280,000 bushels, but 
there was in addition 1,542,000 quarters of unmalted 
grain, not all of which was barley. At a rough 
estimate, the additional cost of this at Is. per cwt. 
would be £600,000. The quantity of spirit actually 
distilled from it is not published, but it may be 
calculated at over rather than under 50,000,000 
gallons, in which case the extra cost would be less 
than threepence a gallon. 

There is one diiRculty to overcome. Considerable 
quantities of beer as well as spirit are made 
from other materials than barley; and were barley 
taxed, the tendency would be to diminish the use of 
it, which would be detrimental to quality, as well as 
defeat the object of the duty. But a strict record 
has always to be kept of these materials, the princi- 
pal one' of which is sugar, and the measure of their 
relative effectiveness to barley is known by the 
revenue authorities to a nicety, so that with a slight 
addition to the present excise machinery, the 
equivalent duty could be levied on all materials 
other than barley used in brewing or distilling. The 
probability is, that under such conditions the con- 
sumption of barley would tend to increase rather than 
diminish. 
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The nation then, by what would amount to an 
extra tax of a shilling a barrel on beer, and three- 
pence a gallon on spirits, can probably ensure an 
increased cereal production of at least five million 
quarters a year. The inequality of the two taxes 
would also be slightly modified, and if the graduated 
spirit tax is adopted at the same time, the movement 
will go still further in the right direction. It is not 
the English custom to travel to a destination right 
away, and here we have awaiting us two easy stages. 

The question of an import duty on barley naturally 
suggests a corresponding one on hops, which are also 
freely imported as well as grown at home, as the 
following figures testify : — 

1895 217,000 owts. £645,000 

1896 a07,000 „ 592,000 

18S7 164,000 „ 524,000 

1898 244,000 „ 1,030,000 

1899 180,000 „ 810,000 

Quantities and values are not only very much 
smaller, but the position of the two is totally diife- 
rent. Any considerable increase in the price of 
hops would result in a diminution of the consump- 
tion, probably without any equivalent being used. 
Their increased production at home, moreover, while 
eminently desirable from the agriculturist's point of 
view, has not in it the elements of national im- 
portance pertaining to a cereal like bai'ley. 

So far we have dealt only with liquor produced 
within th,e United Kingdom. Of foreign beer the 
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import is a negligible quantity. Not so, however, of 
spirits, foreign distillations constituting about 20 per 
cent, of the entire consumption. The same regula- 
tions would, of course, be necessary as regards age 
as on those made at home, otherwise the country 
would soon be flooded with new, cheap, and 
dangerous foreign liquor. The foreign import con- 
sists principallj- of rum and brandy, and of neither do 
the stocks in bond ever run much in excess of two 
years' consumption, so that most of what is annually 
withdrawn would be subjected to the higher rates of 
duty. In the case of brandy, nearly all of which is 
obtained from France, some of it at least is of con- 
siderable age when imported, and had it lain in an 
English instead of a French warehouse, would be 
entitled to clearance on the lowest scale. Where 
satisfactory proof of age is forthcoming in such 
instances, a reasonable concession might be made. 
But with rum it is different, and any differential 
treatment would fall with special hardship on those 
much ill-used British colonies, the West Indies. 
Still, the commercial value of the import is insignifi- 
cant, from British possessions it has not reached 
£300,000 in any one of the last five years, and rather 
than make any exceptions, some special compensation 
might be afforded. These are mere matters of detail, 
which do not in any way affect the broad principle, • 
and could easily be disposed of. 

There is no occasion to dwell at any length on the 
wine duties. They are, as they should be, some- 
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where between those on beer and spirits. But the 
rates are already numerous, and the differential 
treatment in full operation. Thus, light wines pay- 
Is. 3d. a gallon, and heavily alcoholised ones Ss. up 
to a certain strength, . and a rising scale above it. 
Still bottled wine pays Is. a gallon additional, and 
sparkling 2s. 6d. The net result of all this, in 1899- 
1900, was that 17,150,000 gallons of all kinds were 
cleared for consumption, and the net duty paid 
amounted to £1,730,000, that is to a fraction oyer 
2s. a gallon. This cannot be described as excessive, 
but the low average is due to the large quantity of 
the lighter wines consumed, and as this is taking 
place largely at the expense of the heavier ones, it is 
a feature to be encouraged rather than otherwise. 
These duties were not tampered with in any way in 
the Budget of March, 1900, but they had been re- 
adjusted in that of the previous year, with the result 
of an addition to the revenue of £338,000, so that the 
ad valorem increase was really considerable. The 
duty on bottled wines was entirely new, but yielded 
very little, as it led to an increase of the import in 
casks, and consequently to a larger business for 
English bottlers. These duties give rise to no serious 
pioblems of incidence, while their relative influence 
upon the constitution of the consumer is already 
taken into account. They may be safely left, there- 
fore, to such regulations as are best suited to the 
interests of the trade, in conjunction with those of 
the national Exchequer. 



Chapter V. 
IMPOET DUTIES. 

Yield of djUties. — Their protectionist nature. — Tobacco Duty. — 
Comparison witli United States. — Tea duty. — Effect of high 
duties on consumption. — Possibility of widening the scope of 
the tariff. 

r M HE tariffs of most countries cover scores of 
-*— printed pages, and include so many different 
comm.odities, that it is invariably necessary to 
append a supplement to stow definitely what articles 
are admitted free. In the case of the United King- 
dom, no free list is necessary, the dutiable one is 
so short as well as concise. Nevertheless, it is very 
productive, and yielded to the revenue for the year 
ended 31st March, 1900, the sum of £23,043,000, 
after allowance for all drawbacks and repayments. 
This was an increase of £1,485,000 over the previous 
year, and must be attributed to some extent to the 
same reasons that produced so large an increase in 
the excise receipts from spirits. Indeed, of this 
increase nearly £1,000,000 was paid on foreign wines 
and spirits, about a quarter of it estimated to have 
been forestalling payments, and about £400,000 from 
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tbe higher duties levied, principally on wines, leaving 
only something like £350,000 for natural increase of 
consumption. 

This branch of the subject, too, has been fully dealt 
with in the previous chapter, and there is no occasion 
to refer to it again. As the total duties received on 
imported wines and spirits amounted to £6,630,000, 
it leaves us really with £16,413,000 to consider as the 
.tax on other commodities, which it will be realised 
is very trivial in comparison with the enormous 
import trade of the country. It is necessary, how- 
ever, to disabuse our minds of the idea that it is a 
tariff for revenue only ; within its limited scope it is 
really highly protective. The additional fourpence 
a gallon on imported over native spirits is nothing 
worth speaking of ; its imposition is teally meant to 
cover the cost of excise supervision over British and 
Irish distilleries, though it is probably somewhat in 
excess of the actual outlay. On tea and dried fruits 
there is no room for differential duties ; they are all 
imported in a consumable state, and are neither pro- 
duced at home nor subjected to any process of manu- 
facture or preparation. But on commodities where 
this is the case, a distinct advantsige is afforded the 
British manufacturer. Thus, the rate of duty on 
cocoa in the nib is one penny a pound, but if manu- 
factured in any way it is twopence. Coffee in the 
bean pays 14s. a cwt., but if roasted or ground two- 
pence a pound, or 18s. 8d. a cwt. In these instances, 
the advantage does not amount to a great deal. 
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Ijecause the duties are moderate in proportion to 
value, the consumption is not very great, and conse- 
quently any additional profit can only be moderate. 
It can very well be understood, though, that 
manufacturers are not at all keen about seeing these 
articles placed on the free list, though the object in 
keeping them where they are from a revenue noint 
of view is not very great, as the two together yield 
less than £400,000. The consumption of cocoa is 
rapidly increasing ; it has gone up about 50 per cent, 
in the last four or five years, and as most of it is 
obtained from British colonies, there is every reason 
for stimulating it further^ especially as it is an ex- 
ceedingly wholesome and nutritious beverage. If 
the abolition of the duty — reduction would be absurd 
— is calculated to effect this, it ought to be done, as 
the development of me tropical possessions of Great 
Britain is of far mi)re consequence than a jpaltry 
£200,000 to the Exchequer, which can easily be made 
good in some other way. Coffee, on the other hand, 
seems to be losing/ what little popularity it ever 
enjoyed, as the consumption is, if anything, rather 
less than ten yeats ago, though meanwhile there has 
been a considerable increase of population. This can 
scarcely be attributed to the duty, the abolition of 
which would probably make no appreciable differ- 
ence, but is due rather to the growing taste for tea 
and cocoa among drinks of this category. 

The tobacco duty, which' is the most important of 
all, is distinctly protective in its operation. Thus, 

F 
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when imported as unmanufactured leaf, the charge 
is now 38. a pound, if partly manufactured it is 
3s. lOd., and if fully manufactured 48. -id., so that 
the differential amounts to nearly 50 per cent, in 
favour of the British manufacturer. On imported 
cigars the rate is 5s. 6d., while the tobacco for 
making them at home is only charged 38., so that in 
this case the margin is still wider. On the cheaper 
qualities of cigars this is no doubt effective, but all 
the more expensive kinds are imported, and no 
attempt seems to be made to compete with them. 
This advantage, large as it is, is intensified by the 
low value of leaf tobacco, which averaged on the 
entire import of 1899 no more than 7d. a pound, so 
that not only is the duty five times as much, but the 
actual protection is about 200 per cent, of the value, 
which ought to be enough for anybody. At any rate 
it rather spoils the boast that England is absolutely 
a free trade country. 

The receipts from tobacco duty the last two 
or three years are somewhat confusing, owing not 
only to actual changes in the rate, but to anticipa- 
tion of others that were not fulfilled. Thus, a 
Budget surplus in 1898 was somewhat unexpectedly 
applied to a reduction of the rate from 3s. 2d. to 
28. 8d. a pound. In 1899, the expectation arose that 
the sixpence would be re-imposed to make good a 
deficit, but the sinking fund of the National 
Debt was drawn upon instead. Another eager rush 
in March, 1900, was justified, as the rate was raised 
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from 2s. 8d. to 3s., and it is estimated that the fore- 
stalling payments exceeded £750,000. The actual 
net yield for the year was £10,885,000, but based on 
normal consumption, and at the old rate, the yield 
is probably not more than £10,250,000 to 
£10,500,000. The apparent increase in consumption 
the last few years is naturally very great, but in 
estimating it, allowance must be made for the 
largely increased duty-paid stocks in the hands of 
dealers and manufacturers. For eight years up to 
the disturbing period of 1898, the gain averaged a 
fraction over 2 per cent, per annum, or aoout double 
the increase of population, showing that the habit of 
smoking was growing, though not to a greater pro- 
portionate extent than indulgence in other luxuries, 
and was due mainly to the steady improvement in 
the well-being of the population. This is emuhasised 
by the much higher rate of gain in manufactured 
tobacco, consisting principally of foreign cigars and 
cigarettes, though still remaining a very small pro- 
portion — about 5 per cent, only — -of the total. 

Now there is no doubt this tax is an excessive 
one, from whatever point of view it is looked at. 
Over-indulgence in tobacco, as in anything else, is 
harmful, but it is not by any means so prevalent as to 
require the drastic remedy, one might almost say the 
penalty, of multiplying its cost to the consumer many 
fold. The weight of imported cigars and cigarettes 
annually consumed is now about 3,500,000 lbs. Of 
unmanufactured leaf the quantity used is probably 



74 BRITISH NATIONAL FINANCE. 

70,000,000 lbs., but this is much increasea by the 
addition of moisture before it reaches the con- 
sumer. The total quantity of all sorts actually 
bought and smoked in the United Kingdom in the 
course of the year is about 90,000,000 lbs., or say 
2 J lbs. per head of the population. When the 
Chancellor of the Exchequer lowered the duty, he 
anticipated part of the loss of revenue to be made 
good by increased consumption, but had to admit a 
year later that he was disappointed. The fact is, 
that a moderate variation in price has little influence 
on the quantity used, as each separate item of 
expenditure upon it is in most instances trivial, and 
a halfpenny or a penny more or less is hardly taken 
into account. But that is no reason why it should be 
imposed as taxation, if it is excessive or unjust. 

That the consumption of tobacco in the United 
Kingdom is not excessive may be realised from com- 
paring it with the corresponding figure in the United 
States. The quantity of leaf used there for the 
manufacture of smoking and chewing tobacco, snuff, 
cigars and cigarettes in the year 1898, fell just short 
of 350,000,000 lbs. For smoking purposes some 
moisture would be added, but in the very large 
quantity of cigars manufactured there would be a 
considerable amount of waste, so that on the whole 
the American is about four times the British con- 
sumption, and as the population is not quite double, 
this means that the average per head is rather more 
than twice as much. Yet we do not hear that the 
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national health suffers in consequence, and in 
ingenuity and general cuteness we have every 
evidence that the Yankee stands as high as any other 
nationality, so that his intellect cannot be affected 
either. He is not a great smoker of cigarettes, which 
appear to be the bane of the Englishman, only some 
5 per cent, of the total quantity of tobacco having 
been used for this purpose. On the other hand, 
about 25 per cent, goes to the manufacture of cigars, 
a much greater proportion that in England. 

The reason for this difference is apparent as soon 
as we come to enquire into the rate of duty. On 
manufactured tobacco it is twelve cents, or sixpence 
a pound only, and half of this is a war tax imposed 
in July, 1898, prior to which the rate was only three- 
pence. Cigars are charged f-3.60, equivalent to 15s. 
per 1,000, irrespective of weight, as long as it is 
above 3 pounds to the 1,000 ; below that a reduction 
is conceded. Under the circumstances, of course, 
the American makes the weeds fairly big, and they 
will average all round quite 15 pounds to the 1,000, 
making the duty Is. a pound, which is an increase 
of only 20 per cent, oyer the tax prior to 1898. 
Cigarettes were raised 50 per cent., that is from 
^1 to $1.50 a thousand, and as they average about 
3 pounds, this means that the du.ty'is equivalent to 
2s. a pound, which explains the greater popularity 
of cigars. In England, the uniform rate for all 
these is 3s., provided, that is, they are manufactured 

— ' —■>-'•— f- 
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more heavily in America than in England, and the 
quantity is extremely limited, and consists largely 
of choice leaf suitable for the outside covering of 
cigars. These variations are made possible by the 
use of stamps, which are sold by the Internal 
Revenue Authorities, and must be attached to the 
proper value by the manufacturer to every package 
sold, the penalty for non-compliance being very heavy. 
It is not suggested that the English rate should 
bi3 reduced to the American level, even where it 
stands on the war basis, much less what it was before. 
But there is a wide difference between sixpence or 
a shilling and three shillings, and were the latter 
brought down to two shillings, it would still be 
greatly in excess, not only of America, but of other 
first-class countries where the trade is not a Govern- 
ment monopoly, as in France. The revenue would 
not suffer to a corresponding extent, because there 
would probably be some increase in consumption, 
though nothing like to the same degree as in the 
United States, if only because of the almost entire 
absence of the chewing habit. The yield of the tax 
there is very large, and for the year ending 30th 
June, 1899, amounted to |52,500,000, or upwards of 
£10,500,000 in internal revenue alone, while on the 
very small quantity of imported tobacco and cigars 
it was 110,500,000, or more than £2,000,000 
additional, so that despite the very low rates, the 
revenue actually exceeds that of the United 
Kingdom. 



IMPOBT DUTIES. 77 

Tea is much more lightly taxed '"ihan tobacco, 
though still out of proportion to its real value, 
particularly when we remember that what is con- 
sumed is now almost entirely produced within the 
British Empire. ¥ourpence a pound was quite 
enough, and equalled nearly 50 per cent, ad valorem 
of the import price. Sixpence is excessive on so 
harmless a necessity of life, and amounts to about 
75 per cent. As each penny at the present rate of 
consumption yields the revenue about £1,000,000, 
the tax now produces £6,000,000. Two commodities, 
that is, tobacco and tea, are thus paying between 
them something like £17,000,000 or £18,000,000 
per annum, while all others, exclusive of alcoholic 
liquors, contribute no more than £750,000. This 
is not fair to the producer, to the manufacturer, or 
to the consumer. As far as tobacco is concerned, 
the first does not matter much, because he is hardly 
ever a British subject, and consequently has no 
claim for consideration from the British Govern- 
ment. But the manufacturer in the prosecution of 
his legitimate business is required to be under an 
enormous outlay, the value of his stock, unmanu- 
factured as well as manufactured, being represented 
principally by what he has paid to the Government. 
The consequence is that only men with big capital 
can hope to prosper in the trade, and as a matter of 
fact it is almost monopolised by a mere handful of 
very large firms and companies. The much easier 
conditions in the United States have, despite the 
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csfEorts of the greatly talked-of Tobacco Trust, 
permitted of the registration of over three 
thousand tobacco manufacturers, and upwards of 
thirty thousand makers of cigars and cigarettes ; 
leaving the trade, as far as the Government is con- 
cerned, open to almost anybody of good character. 

There is not the same obstacle in the tea trade, 
as the article need not be withdrawn from bond until 
it is wanted for actual consumption, and we find in 
consequence a multitude of dealers in it. But in 
both cases the consumer is deserving of some con- 
sideration. Granting even that the class to which 
he belongs is, not unreasonably treated by the 
demand upon it for some £18,000,000 of indirect 
taxation, it is still not fair that it should have to be 
paid on two commodities only. In the case of 
tobacco, only a minority of the population is 
touched ; in that of tea the range is wider. But 
there are a number of other ai tides that might be 
called upon to contribute a share without any injury 
to the community. In any case the addition of part 
of the rebate to the beer duty must, as we have seen, 
tend to equalise the national distribution, as while 
tobacco and tea are fairly equally divided, the beer 
tax falls most heavily on England. 

As to the commodities that might be added to 

the tariff list, I have discussed the subject so 

fully in a previous book* that there is no occasion 

to go over the ground again. For advocating the 

• " Tariff and Trade," chapter iv. 
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particular views there set forth, I have heen accused 
of being a Protectionist, but so far from being 
repentsint, I am more firmly convinced than ever of 
the soundness as well as the sanity of the position 
taken up. More revenue will have to be raised 
somehow, and it is surely wiser to take it out of 
luxuries than to impose it on the necessaries of 
life. The question previously discussed of an addi- 
tion to the staff of Government employees, and of 
the extra work that might be entailed, ought not to 
be permitted to stand in the way for a single instant, 
though both might easily be obviated, because were 
the few commodities freed that now yield a beggarly 
.£750,000, the time and labour needed in dealing 
with them would be quite adequate for others that 
m.ight be made to produce four or five times the 
sum. At any rate, the English tariff wants a 
thorough overhauling, with a view to getting rid of 
its too numerous blemishes and anomalies. 



Chapteh, VI. 
DIEECT TAXATION. 

Incidence on real and personal estate. — The land tax. — Land 
values, — By wlioni would the tax on them he paid ? — Inhabited 
house duty. — Separate assessment of land and buildings. — 
Possibilities of increased revenue as a consequence. — License 
duties. — Under-rating of licensed property. — Means of preven- 
tion, — Stamp duties. — Hindrance to commerce some of them 
inflict. — Bail way passenger duty. 

THE burden of direct taxation, though it some- 
times falls heavily on individuals, is com- 
paratively limited in its scope. It becomes involved 
to a large extent with local taxation, which . is in 
every case direct, unless we make allowance for the 
relief afforded by the Imperial Exchequer which 
is drawn from the indirect taxes. In both cases, 
however, the question of individual incidence is 
entangled with the scarcely less important one 
of division between various classes of property, 
more particularly personal and real estate. Owners 
of the latter complain that they are called upon to 
pay more than their legitimate shai'e, because local 

80 
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taxation is levied on rentals. But it must not on 
tliat account be assumed for a moment that it comes 
out of tlie pocket of the landlord. His argument is 
that tenants are willing to pay a certain sum for 
business or domestic accommodation, and that this 
has to be divided between rent and taxes ; were the 
latter less the former would be more, and he, conse- 
quently, would be benefited. This is only true 
where anything like a monopoly exists, that is, in 
certain business or residential quarters of a town 
where trade, or fashion, or the exigencies of the 
population exercise an artificial influence. Outside 
such limits, rents, like most other things, are ruled 
by competition, and as soon as they reach a figure 
where the yield is sufficiently attractive to capital, 
more buildings will be erected. 

In the latter case, at any rate, it is the tenants 
who ultimately pay the local taxes, generally out of 
earnings, occasionally perhaps out of accumulated 
wealth, but they do not fall on the property of the 
landlord, and when, as frequently happens, he 
actually pays, such taxes as a matter of convenience, 
and includes them in the rent, a rise or fall in the 
former will almost immediately affect the latter. 
When local taxation does affect the landlord, that 
is, when he can immediately raise the rent to the 
equivalent of a reduction, while ignoring an increase, 
it is because the property enjoys a fictitious value 
over and above a reasonable return on the cost of 
the building and the nominal value of the land on 
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■which it stands. In these instances the question is 
not whether such real estate is undtily taxed, but 
■whether it contributes nearly enough. 

This leads us to a consideration of the land tax, 
■which is the least productive of the direct Imperial 
taxes. Its history ■would need a lengthy volume 
to relate ; it has come do^wn certainly from as far 
back as the Conquest, and has dwindled to its 
present attenuated proportions by a long series of 
redemptions, and of legislation initiated and carried 
in their o^wn interest by the landholding class. Still, 
to arrive at any practical conclusion, we shall have 
to limit ourselves to circumstances as they exist at 
present, and d^well as little as possible on historic 
rights and wrongs. The principle of attainder is 
altogether foreign to the spirit of the age, so much 
so, indeed, that in the United States, it is absolutely 
barred by the Constitution. It is not upon the 
deeds or misdeeds of the grandfathers and great- 
grandfathers of the present generation, whether 
peers or peasants, that it has to be judged. Hereditaiy 
punishments and rewards we can safely leave in the 
hands of Divine Providence, and confine ourselves 
to dealing with the situation on its merits. 

If we do so, we shall have very little difiiculty in 
arriving at the conclusion that the land tax ought 
to produce many millions sterling either for 
imperial or local revenues. But it is not to be 
done by an indiscriminate levy on all land, whether 
built on or not, in strict proportion to its value. 
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A landowner, for instance, who by good luck or wise 
foresight has become possessed of property, which a 
natural growth of population and wealth of the 
nation increases in value, has as much right, within 
reason and with some regard to the question of 
monopoly, to the increment, as another who profits 
in the same way by a rise in the value of railway 
stock, or some other form of investment constituting 
personal property. In both cases the national 
revenue does gain, first by the added yield of the tax 
on the income, and sooner or later by the payment 
of estate duty. Then, too, if it is real estate, it is 
assessed more highly for local rates, and so helps 
to relieve the class of local taxpayers who -are small 
tenants, and have to pay out of their earnings, and as 
long as this increased contribution is forthcoming, 
it need not be questioned too closely whether it is 
from the pocket of the landlord or the tenant. 

But when such increased value is the direct result 
of the expenditure of public money on improvements 
or development of any description, it is a different 
matter, and the public purse is entitled to a very 
consideiable portion of the added value, either 
by annexing part of the property, or receiving 
an equivalent cash payment for its redemption. To 
adopt the principle of merely rating it on a higher 
scale is unwise as well as unsafe, because in course 
of time the reasons for making the distinction may 
be lost sight of, and then there will be the 
appearance of injustice. But if the payment is 
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made in the same way as the fine for the renewal of 
a lease, the transaction is done with, and the pro- 
perty becomes at once subject to the same obliga- 
tions as all the rest. 

In such cases, too, there is generally some guarantee 
that the burden will fall on the right shoulders. In 
an annual tax there is not. "Were the land and the 
tenements built upon it, say in Mayfair and 
Belgravia, separately assessed, and a higher rate of 
taxation imposed on the former, the difference 
might come out of the pocket of the ground land- 
lord, or might be added to the rent of the tenant. 
In either case it would be a matter of public 
indifference, because both could well afford to pay it. 
But in Soho or Southwark it might be a totally 
different affair. In those densely populated work- 
ing-class districts, where the struggle for accommo- 
dation raises rents altogether out of proportion 
to the value of the tenements, a division of the 
assessment would throw the bulk of the taxes on the 
shoulders of the ground landlord. But there is no 
guarantee that he will not promptly shift it to the 
tenant. He will most certainly do so if he can ; so 
that the taxation of ground values in such a case 
might easily mean a rise in the already exorbitant 
rents. These are but typical London illustrations 
of a state of affairs to be found in every large town 
in the kingdom. 

But for all that, there is a great deal to be gained 
by the separate assessment of land and buildings for 
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purposes of taxation. Closely akin to the land tax 
is the inhabited house duty. It does not apply to 
property rented at less than £20 per annum, so that 
large numbers of dwellings inhabited by the work- 
ing classes in the towns, and by even higher grades 
of the community in the country, escape entirely. 
Above that, the rate is threepence, sixpence, or 
ninepence on every £ of rental, graduated according 
to amount, with a reduction when used as well for 
business purposes. On all highly rented premises, 
as we have seen, it is the owner of the land as 
distinct from the buildings, whether it be the same 
person or not, who receives most of the money. This 
so-called house duty is thus really to a large extent 
a land tax, but distinctly paid by the tenant without 
recourse to the land owner. Now, were the two 
divided, the portion falling on the land rental 
might be made chargeable upon the landlord as 
income tax is at present, the remainder being paid 
by the occupier as hitherto. The highest rate of house 
duty comes into force as soon as the annual rental 
reaches £60, but it might easily be carried beyond 
"this, and a still higher one imposed where the rental 
runs to large figures. Most of this would fall on 
■the land as apart from the buildings, and as at this 
scale most separate working-class dwellings would be 
excluded, the adjustment of the tax would be left 
between landlord and tenant in the amount of rent 
■chargeable, while security would be afforded against 
an additional charge being imposed, either by way 
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of tax or increased rent, on the poorest classes of the 
community. 

The yield of the land tax pure and simple for the 
year ending in 1900 was £740,000, and of inhabited 
house duty £1,700,000. This applied to England 
and Scotland only, Ireland is exempt from both. 
Were the separation just suggested adopted, the 
house duty would fall to a much smaller figure, and 
the land tax be correspondingly increased. With still 
higher rates on ascending valuations, the house duty 
would grow but slightly, and only to the extent of 
the additional rate on the assessed value of the 
tenements ; the bulk of the yield would go to the 
lana tax, which would have higher value as well as 
increased rate to draw upon. In this way a greater 
revenue from the land tax would be obtained, not 
from agricultural land, as most of it is derived at 
present, but from those smaller tracts of great value 
located in the large cities and towns of the kingdom. 

We can form some idea how this would operate. 
The number of private dwelling-houses in Englaml 
and Scotland of the annual value of £80 and up- 
wards was last returned at 114,105, of which no 
fewer than 39,461 were situated in the Metropolis, 
and as far as these are concerned, it is undoubtedly 
the land as distinct from the buildings that gives 
the value. Indeed, of the most highly assessed 
ones, the majority are to be found in London, where 
at £1,000 a year and upwards there were 695 out of 
a total of 839, while of more than 10,000 declarud 
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at £300 and over, nearly two-thirds were also 
London residences. Out of a total valuation oi 
£53,250,000 for private residences of £20 rental 
and over in Great Britain, more tlian £20,000,000 
was Metropolitan, while at £80 and over it was 
£7,640,000 out of £19,200,000. 

Shops and business premises return very much 
sm.aller aggregate figures, because unless used for 
dwellings as well, they escape the duty entirely, 
and consequently where premises are of great value, 
care is usually taken to avoid this, unless in estab-i 
lishments where a large number of employees have 
to be provided for. Thus, the land as well as the 
buildings in many parts of London, as well as other 
great cities, located in districts where the former 
is of enormous value, escape entirely. The value 
of business premises in London subjected to the 
reduced duty is £7,500,000, and of those which pay 
nothing at all, nearly £10,000,000. Granting that the 
actual premises should be relieved, there is no more 
occasion to treat the land they occupy in the same 
way than there is to exempt it in Piccadilly. 

There is really no occasion then to invent a new 
tax on land values ; the existing house duty is 
capable of wide extension so as to include within its 
scope all property, whether inhabited or not, that 
depends for its principal value on the land, and a 
fair division of the assessment between it and the 
buildings will produce under whatever name is given 
it, a substantial land tax revenue. The total annual 
G 
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valuation of all houses and buildings in Great Britain 
is returned at £166,500,000, of wliicli rather less than 
£50,000,000 is at £20 or under. But of the remainder 
only two-thirds pay any duty whatever, so that there 
13 the very large margin of £40,000,000 to operate 
upon, irrespective of the higher rates that can be 
charged on much that is already subjected to it. 
There is waiting here for the first Chancellor of the 
Exchequer with sufficient enterprise, an additional 
revenue of several millions sterling from an already 
existing tax. 

There is an anomaly in the incidence of inhabited 
house duty which deserves mentioning. In the 
country and the smaller towns, a family of fairly good 
position, and in receipt of a good income, may often 
xent a suitable dwelling for less than £20 a year, 
whereas in the large towns, and more especially in 
London, families lower down the scale both socially 
and as regards means, find it impossible to obtain 
decent accommodation at such a figure. As the 
general cost of living is also higher, the basis of 
taxation should, if anything, be lower in the town 
than the country. The point of exemption, there- 
fore, should either be raised in the one or lowered 
in the other. 

, Some reference must be made to the considerable 
revenue obtained from licenses, which, though 
devoted to local purposes, is raised by, and is under 
the exclusive control of, the Imperial Government. 
Credited, as it is, to the Excise account of the 
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Inland revenue, it is apt to be confused along with, 
the beer and spirit duties as indirect taxation, 
though it is of a distinctly personal, and therefore 
direct, character. About one-half the total last 
accounted for, amounting to £4,090,000, was obtained 
from liquor dealers and manufacturers of all grades, 
the other half fiom extremely miscellaneous sources. 
This second half does not call for much comment. 
Everybody will agree that when a man is rich 
enough to keep carriages and men servants, and to 
use armorial bearings, he can well afford to pay a 
moderate tax on them. In France the scope of such 
taxation is extended a good deal wider, and includes 
among other things, cycles, billiard tables, and 
clubs, whereas in England the last-named are 
specially favoured by exemption from payment for 
the ordinary liquor licenses, notwithstanding that 
many of them do a large trade among their mem- 
bers, and make a considerable annual profit. The tax 
on dogs falls more generally on all classes, and little 
or no objection can be urged against it. The small 
tax on dealers in tobacco and cigars is necessary to 
keep some check on persons who trade in a highly 
dutiable commodity, of which there is always more 
or less temptation to secure illicit supplies, either by 
way of smuggling or fraudulent manipulation. 
Pawnbroking, too, is a trade over which some 
official supervision is advisable, and the license is 
defensible on that ground alone. But why house 
agents, auctioneers, or dealers in silver plate, or even 
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hawkers, should require one, is not quite so obvious. 
The field is capable of a good deal of extension, 
which will be legitimate so long only as luxuries or 
pleasures are made the object, and not if it in any 
way tends to hamper the conduct of legitimate trade 
and industry. 

Liquor licenses, however, raise a number of very 
important issues. Amounting, as they do, to 
£2,140,000, they are equivalent, compared with the 
£39,500,000 obtained from duties, to a moderate 
additional tax on the profits or returns of the trade, 
and as the individual items are small, ranging from 
£4 10s. Od. to £60 for retail dealers, cannot easily be 
recouped from customers. But under present con- 
ditions a liquor license is often so valuable a 
monopoly, that the grant of one may be worth 
£20,000 or more to the recipient. Many that have 
been long in existence are worth equally large 
figures, and can be sold at them in the open market. 
They are in every instance subject to annual 
renewal at the absolute discretion of the licensing 
authorities, and are consequently in no sense a 
vested interest. Such valuable concessions appear 
to be specially suited. to the needs of taxation. 

Yet in many instances the properties to which 
they are attached escape even their due contribution 
to local rates. The freehold, or the lease for a long 
term of years, is purchased by some big firm of 
brewers or liquor dealers, who then let it to a tenant 
at a merely nominal rent, but under strict agree- 
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ment tkat all. the liquor sold in the house must be 
purchased from the landlord on practically any 
terms he likes to name, so that the actual rent is 
included in the price, or forms part of the profits. 
But this nominal rental is then returned as the 
assessable value of the property, and pays taxes 
accordingly. 

In some places attempts are being made to check 
this evil, and magistrates are insisting on inde- 
pendent valuation for purposes of assessment. But 
even this is not enough, for it rarely, if ever, goes 
farther than fixing the value exclusive of the license. 
These premises may be worth £2,000 if used for an 
ordinary business, and £10,000 if a license is 
attached, yet may be assessed at £100 only, 
instead of £500, which means that they contribute 
only one-fifth of their legitimate, share to local 
taxation. Where a fictitious value of this kind 
exists, it is no doubt an extremely diificult matter 
to fix it. But this is capable of being done auto- 
matically. It is always understood that the renewal 
of a valuable license shall not be refused without 
some good and just cause, such as misconduct. 
Where the licensed house has become superfluous, 
and is suppressed for that reason, it can have but 
little value. It has often been suggested that when 
a new license is admittedly required by the needs of 
a neighbourhood, it should be granted to the highest 
responsible bidder, and the sum thus obtained applied 
to public purposes. Something of the sort has been 



92 BRITISH NATIONAL FINANCE. 

attempted, but declared illegal. Not only should 
this be legalised, but a step further might well be 
taken, and the right given to the licensing magis- 
trates of acquiring any license on payment of the 
assessed value of the property to which it is attached, 
and reissuing it for any other sum they may be 
able to obtain. By this means the full value of the 
property might be reckoned upon for taxation 
purposes. 

The extra amount thus available would be very 
considerable, particularly in the large towns. It 
would ordinarily go to the relief of other classes of 
property, but the Imperial Exchequer might well 
claim a share of it, and could do so by reclaiming 
the £2,140,000 now paid to the Inland Revenue for 
the actual licenses. 

Stamp duties are a source of very considerable 
revenue, the latest return giving £8,430,000. A 
good deal of attention was recently devoted to this 
branch of taxation, consequent on an attempt made 
by the Chancellor of the Exchequer to extend it to 
produce brokers' contract notes, from which he hoped 
to realise about £150,000, though it was pointed 
out that the sum would probably amount to much 
more. The result was never tested, because the 
outcry was so great that the proposal was wisely 
withdrawn. These duties fell upon such a great 
variety of undertakings, business and private alike, 
that they afford a very convenient means of raising 
an extra one or two hundred thousand pounds when- 
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ever it may be wanted, and so tlie system lias come 
to be a little confused, and not altogether fair in its 
operation. Commercial competition is now so keen 
between the principal nations of the world, that it 
is manifestly unwise to impose any taxes or restric- 
tions on the free movement of trade, irrespective, 
at any rate, of protective considerations aboiit which 
the various nations differ. Yet several of these 
duties have distinctly this tendency, and their 
repeal would be more than justified. 

The largest single item was £4,273,000, vaguely 
described as for deeds and other instruments. The 
bulk of this arose from sales and transfers of 
securities, mortgages, hypothecations, settlements, 
and all other numerous dealings in property, both 
real and personal, and against it there is no valid 
objection. It falls on the well-to-do and wealthy 
classes of the community, who usually have some- 
thing to gain, financially or otherwise, by these 
transactions, and who can well afford to pay a 
fractional percentage on them to the State. Next, 
the very considerable sum of £1,430,000 was 
obtained from the use of penny stamps on receipts, 
cheques, brokers' contract notes, and other docu- 
ments requiring this stamp to make them valid. 
Most of this comes out of the pockets of the business 
community, but in such minute driblets that it is 
not felt, and creates no hardship. Few people either 
will have any objection to the £290,000 tax on patent 
medicines, or £23,000 from playing cards. 
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The promotion of joint stock companies, and more 
especially the registration of private businesses and 
firms under the Limited Liability Acts, was also 
productive of a considerable yield, amounting last 
year to £580,000, a gain over the previous one of no 
less than £260,000, due entirely, however, to an 
increase in the tax from 2s. to 5s. per cent. This is 
necessarily a fluctuating source, and dependent on 
what may prove only a passing fashion, as well as on 
the readiness of the public to absorb large capital 
issues. Akin to this is another item of £190,000 for 
stamps on brokers' contract notes in securities, so that 
both may be described as taxes on stock exchange 
operations, which, wherever they are carried on, are 
becoming increasingly the spoil of Government. 
In France, indeed, these demands have become so 
heavy, that Bourse operators at last almost rose in 
rebellion, and it is asserted that dealings in inter- 
national securities have been largely driven else- 
where, and operations in home ones much curtailed. 
There may be differences of opinion as to whether 
this is desirable, but if they are to be tolerated, 
there is surely no object in oppressing them. That 
point has certainly not been reached in England, for 
while the tax on capital creations acts as a whole- 
some deterrent to the introduction of fraudulent 
undertakings by men without means, that on con- 
tracts is too light to be taken into account by legiti- 
mate operators. These, together with transfer 
stamps, and the annual stamping of negotiable 
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bearer securities, amount together to two or three 
millions exacted from stock exchange transactions, 
but in proportion to their magnitude it is by no 
means excessive. 

There are several items that are more open 
io objection. Stamps on bills of exchange and 
promissory notes produced £704,000. Part of this 
is not only legitimate enough, but is paid by 
ioreigners who carry on large financial operations 
through London by means of such bills. But 
practically the whole of the foreign commerce of 
the country, and a great deal of its internal trade 
as well, is liquidated by means of bills of exchange, 
and a tax' of only one shilling per £100 is often a 
considerable one where large transactions are 
carried through for very small profits or commis- 
sions, as is frequently the case. At any rate, there is 
room, for some distinction between the two classes, 
and where bills are created pertaining to actual 
produce or commodities, the scale of stamp duty 
might well be lowered. The distinction, moreover, 
is by no means difficult to make, as the practice is 
now generally adopted of attaching actual shipping 
document to such bills of exchange as security 
for payment, or at least for due acceptance, and 
even where this is not the case, particularly with 
inland trade bills, the nature of the security can 
be readily and specifically stated on the face of them. 
A severe penalty might be imposed for attempts to 
evade the higher duty by fraudulently specifying 
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non-existent securities, though there would be little 
risk of this sort of thing occurring. The very- 
existence of a hill of exchange presupposes its 
creation for banking operations, and bankers are 
very chary about handling such instruments if they 
are in any way doubtful of their genuineness. 

In the same category must be included stamps on 
bills of lading, which usually represent Is. or Is. 6d. 
on each shipment made. In France this tax is 
carried to its logical issue, and all railway advice 
notes and contracts have to bear a similar charge. 
Both from a commercial point of view, are equally 
objectionable. Again, all policies of marine 
insurance must be stamped, in most cases at the rate 
of threepence per cent., while the very praiseworthy 
practice of life insurance is hampered by a policy 
duty of Is. per cent., though as it has only to be paid 
once, it is not a serious addition to the premium. 
On the other hand,merchandiseorproperlyof any value, 
and at any rate of premium, may be insured under 
cover of a penny stamp, which is surely an anomaly. 

Probably £500,000 will more than cover these 
taxes on commerce. Against their abolition it may 
be urged that merchants and brokers are often 
wealthy men, who can well afford to pay them ; but 
that is not the point. By all means take full toll 
from them on their profits and their wealth, but do 
not hamper them even by the smallest exactions in 
the conduct of their business. These seemingly 
trivial charges have often to be taken into account 
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in close calculations, and may occasionally decide 
whetlier or not a transaction is worth carrying 
through. Until quite .recently American traders 
were exempt from anything of the sort, hut among 
the war taxes one or two of. these ohjectionable 
features were included. There is less to' be said 
against them there, because they constitute almost 
the only direct taxes that exist ; but for all that 
an equivalent might have been discovered much 
more economically sound. 

One other tax calls for reference before conclud- 
ing this chapter, the railway passenger duty. This 
is imposed on fares exceeding one penny a mile, 
and is paid consequently only by first and second 
class passengers, so that it really does not impose 
the slightest hindrance on free locomotion. With 
all the increasing wealth of the country the yield 
of this duty- .remains practically stationary. It was 
£328,000 in 1900, and within a few thousand pounds 
of that sum ten years earlier. This must be ascribed 
principally to the increased facilities and comforts 
afforded to the third class traiSc, which has long 
been the backbone of the great railway companies. 

None of the taxes we have dealt with, nor either 
of the two still to be passed under review, fall on 
what may be termed the masses of the population 
of the United Kingdom, though on the whole they 
pay their full share through indirect channels, often 
without being aware of it. There are many ways in 
which the system of direct taxation might be wisely 
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extended so as to bring larger mimbers of people 
within its scope. No doubt anything of the sort 
will be unpopular, but the question is, whether it is 
wise to go on sugar-coating the pill to such an extent 
as to conceal its nauseousness. The personal 
demands upon very wealthy people are becoming so 
heavy that they show signs of rebellion, and sooner 
or later attempts are certain to be made to transfer 
part of the burden to other shoulders. In their 
own interests, therefore, it will be as well for the 
more highly paid of the artisan population to be 
made to realise by some direct demand upon them 
that -there is such a thing as taxation, and that on 
the wise use of the franchise they enjoy, largely 
depends the economical, no less than the political, 
conduct of the Government. 



Chapter VII. 
INCOME TAX AND DEATH DUTIES. 

Origin of Income tax. — Growth of yield. — Number of contributors. — 
Large and small payers. — Value of investments. — Graduation 
of the tax. — Eemissions on Colonial investments. — Origin of 
death duties. — How now contributed. — Their incidence on real 
estate. — Inequality of the tax. — Suggestions for reform. 

TTIHESE two direct taxes occupy so large a place in 
-L the financial system of the kingdom that they 
are entitled to separate treatment. The former was 
originally invented as a war tax, and was first 
imposed about the year 1798, during the period of 
the Revolutionary Wars on the Continent. There 
was nothing particularly modest about the rate 
fixed, which was 2s. in the £, though the wealth of 
the country in those days was limited, and the total 
yield was only slightly over £6,000,000, each penny 
of the tax producing only about a tenth-part of what 
it does to-day. It seems to have disappeared the 
year after the battle of Waterloo, and was not again 
revived until 1842, when the abolition of the Corn 
Laws and the rapid extension of Free Trade 
rendered some fresh source of revenue absolutely 
necessary. During the Crimean War it once more 
became exceedingly onerous, and though it has ever 
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since been described as a war tax, it has been 
retained during periods of profound peace. Once 
or twice hopes have been entertained, if not 
encouraged, of its abolition, but he must be a very- 
sanguine man now who reckons upon the smallest 
likelihood of its disappearance. 

It may be described not only as a Useful, but as a 
clean tax — that is, it can be manipulated without any 
disturbance of the machinery used for working it. 
It possesses the further advantage of not being fore- 
stallable like duties on commodities. Had it been 
possible, for instance, in the first week of March, 
1900, to anticipate payment for the succeeding year 
at the old rate, the Chancellor of the Exchequer 
would have been in receipt of a number of cheques 
that would have outrivalled those handled by the 
bankers of a popular public company offering its 
capital for subscription ; but fortunately, nobody is 
allowed to pay in advance at an existing late, and 
claim immunity from a subsequent increase. 

Though in a previous chapter the figures of the 
year 1898-9 were taken for purposes of comparison 
in preference to those of 1899-1900, there is no 
advantage to be gained now by ignoring the later 
returns in favour of earlier ones. The rate of eight- 
pence in the £ had been constantly maintained from 
July, 1894, so that with some slight alteration in 
the table of rebates made in 1898, the comparisons 
up to the 31st March, 1900, stand for all intervening 
years on the same basis. 
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The yield of tlie tax during tlie last few years 
of commercial and industrial activity lias been 
rapidly growing; in 1896 it was' still slightly under 
£16,000,000, whereas in 1900 it had grown to 
i£] 8,867,000. The number of persons contributing 
to it also increased considerably, but here the com- 
parisons are not of much value owing to the con- 
version of so many private business undertakings 
into joint stock companies, which are then assessed 
accordingly. Moreover, it is quite impossible to 
arrive at the exact number of payers of this tax, 
because several of the schedules with which yve shall 
deal presently are assessed on properties, not on 
individuals, and in the case of real estate many may 
and do belong to one and the same person. People, 
again, who derive their incomes from invested 
capital often pay the tax indirectly, and do not 
necessarily appear under any of the schedules. It 
may be taken for granted, however, that most active 
and intelligent males between the ages of 15 and 60 
are engaged in some trade or profession, or are in 
some employrhent, which, if their incomes exceed 
the stipulated minimum of £160 per annum, brings 
them within their respective schedules where they 
can be counted as well as assessed, and a rough 
■estimate formed of the total. 

Schedule D deals with all profits and incomes 
derived from trades and professions, whether 
privately carried on, or by means of joint stock com- 
panies. The amount of the assessments under it 
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we will deal 'with later, but the number of persons 
or undertakings liable that are enjoying total 
incomes of £160 a year and upwards was as follows : 

Private individuals , 346,580 

Do. do. associated with firms or companies 92,689 

Private firms 57,080 

Public companies 22,843 

Total 519,192 

Now there must be a certain amount of overlapping 
in these different items. The public companies, for 
instance, will be very largely represented in their 
proprietary by the private individuals and mem- 
bers of the firms separately returned, while some 
of those associated with them may also follow other 
businesses or professions. On the other hand, the 
great majority of the firms contain two or more 
partners, who will go to swell the total. Perhaps a 
reasonable estimate will be that the total of 519,192 
given above really includes somewhere between 
550,000 and 600,000 separate assessable persons. 

Schedule E is more straightforward, as it deals 
with persons drawing salaries from employments in 
whatever capacity, and the number liable under it 
was 296,962. Schedule A, dealing with land and 
houses, takes no account of persons, but the majority 
of owners of such are also in business or employment 
of some sort, and appear in one of the other 
schedules. B refers exclusively to agriculturists, for 
whom special provision has to be made because few 
of them make any attempt at keeping books, and can 
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only estimate tlieir profits by rule of thumb. Their 
earnings are assumed on the basis of the annual value 
of their holdings, and in this way a large number of 
properties became liable to the tax, but as a farmer 
will sometimes have more than one under cultiva- 
tion, the number of individuals is impossible to 
estimate. Finally, Schedule C includes only 
British, Colonial, and Foreign Government securi- 
ties, the tax on the interest of which is deducted 
prior to payment to the proprietors of the stock. 
Many of them are assessed under other schedules, 
though there are a fair number of people who derive 
their entire income from such securities, particu- 
larly when they are gilt-edged. A- survey of the 
whole leads to the conclusion that of the total popu- 
lation of the United Kingdom, now estimated at 
upwards of forty millions, less than one million con- 
tribute to this tax, that is, are in the enjoyment of 
incomes of £160 a year and over. 

Even of this million, the share of the great 
majority amounts to very little. It is not until 
' incomes exceed £400 a year that the tax upon them 
equalled 2 per cent, under the eightpenny rate, 
and the actual assessments below and above that 
figure of the 793,311 individuals and firms already- 
detailed was as follows : — 

Under £400 682,895 £120,000,000 

£400 and above 110,416 ' 145,000,000 



793,311 £265,000,000 
H 
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If we add a further 40,000, probably an excessive 
number, for those deriving incomes of over £400 a 
year from investments and land and house property, 
who either devote their time to the management of 
them, or lead idle lives, we reach a total of not more 
than 150,000 persons who pay the bulk of the 
income tax, probably £15,000,000 at least of the 
£18,867,000 already referred to. 

Of very large incomes there are comparatively 
few. Under Schedule D, 182 single ones are 
returned at £10,000 a year and upwards, while 1,100 
firms are in the same category, though it is only the 
senior partners in such who are likely to have big 
figures annually placed to their credit. Between 
£5,000 and £10,000 the figures are respectively 386 
and 1,790. Of employees in receipt of salaries of 
£5,000 and upwards there were 57, but the average 
was considerably over that amount. Of course all 
these will be materially added to when allowance is 
made for income drawn from accumulated wealth, 
as some very rich men only obtain comparatively 
moderate sums from their businesses. Outside the 
great landowners, however, most men with incomes 
of £5,000 a year and upwards do something to earn 
them in the way of trade or manufacturing industry, 
whether they take a very active personal part or not. 

Most of the income of the nation subjected to this 
tax is derived from investment, as distinct from 
trade profits, professional earnings, and salaries. 
The latter, we saw just now, were assessed at 
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ii2G5,000,000, and if we turn, to the schedules giving 
the other sources, we get the following results : — 

Laud, houses, and other real estate £223,800,000 

British, Indian, Colonial, and Foreign Government 
securities 39,400,000 

Eailways, Municipal securities and pul'lic 
companies, both within and beyond the 
United Kingdom 223,800,000 



£486,500,000 



The amount chargeable to the tax under the first of 
these headings is greatly reduced by the allowance 
of one-sixth off houses and buildings, and one-eighth 
off land, for repairs and outgoings, aggregating 
together over £34,000,000. The actual divi- 
dends payable in the United Kingdom on 
Grovernment securities were £55,600,000, but 
£16,200,000 of this accrued to British Govern- 
ment departments, such as the Post Office 
Savings Bank, holding these securities, or to 
charities, friendly societies, and foreigners resident 
abroad who are not liable for the tax on foreign 
Government securities on which the dividends may 
be payable in London. Then the rebates have to be 
taken into account on incomes below £700, whether 
accruing to individuals, firms, or public companies, so 
that the net sums finally chargeable were, as regards 
earnings, including those of farmers and market 
gardeners, about £183,000,000, and from invest- 
ments £427,000,000. The increase over the previous 
year is much greater in the second item than in the 
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first, and nmst be largely attributable to the com- 
binations that were formed in several important 
trades of nearly all the private firms engaged in them. 

The total demands actually made by the Commis- 
sioners on these assessments amounted to 
£20,365,000, considerably in excess, that is, of the 
sum finally collected. Assessments and collections 
overlap as regards years, and then there are always 
considerable repayments for overcharged or wrongly 
charged duty, as well as defaults which become 
irrecoverable. Upwards of £1,000,000 per annum 
has to be refunded for the tax deducted from 
coupons attached to bonds, or on dividends paid by 
companies, or tax paid on rentals by tenants and 
deducted from landlords, when the receivers of the 
income are entitled either to exemption or rebate, 
and as this is almost exclusively investment income, 
a proportionate sum ought really to be deducted 
from the capital value of this previously given. 

Taking the last year's collection as a basis, the 
income tax at one shilling in the £ will yield 
upwards of £28,000,000, of which something like 
80 per cent, is paid by no more than 150,000 persons. 
No doubt the man who has to write out a large 
cheque every year for this purpose is in many 
respects in an enviable position, but there must be 
thousands of cases in which considerable hardship 
is involved. Besides, so heavy an exaction on 
earnings is really a tax on labour, because many 
merchants, manufacturers, and professional men 
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work quite as liard, and some harder, thaa 
mechanics who are able to live in comfort bordering 
on luxury on two or three pounds a week, and yet 
contribute nothingf to direct taxation. 

Suggestions have often been made for the tax to 
be graduated on an ascending scale in proportion to 
income. The principle is no doubt good, but 
there are, insuperable obstacles to the practical work- 
ing in this way. Only the tax on earnings is 
collected by direct application ; on investment it is 
waylaid before it reaches the recipient. It is paid 
direct by public companies and deducted from the 
dividends of the shareholders, or retaine'd by bankers 
cashing coupons, or paid by tenants, who deduct it 
from the next instalment of rent due to the landlord. 
There would be receivers of such income liable to 
every rate of a graduated duty. At what uniform 
rate, therefore, would it have to be charged ? If on 
the highest scale, there would be hundreds of 
thousands of claims for rebate requiring investiga- 
tion; if at anything under, somebody would escape 
payment of their proper share. 

There is, nevertheless, a practical method of 
graduation in another way. As we observed just 
now, wealthy men usually draw the bulk of their 
incomes from invested capital, and a distinction 
between the two sources is both easy and equitable. 
However large an income a man derives from his 
business, he has not only to work for, but to run 
some risk over it, and it is not desirable to check 
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private enterprise by too severe a demand on the 
fruits. With the present movement, too, of con- 
version from private into joint stock and public 
undertakings, which are supposed frequently to 
ensure greater economy in working and larger 
profits, especially as combinations, a little more can 
well be paid by them to the State. Those who con- 
tinue to manage them draw salaries, and it would 
only be the profits on invested capital, not on the 
labour, that would come under the higher rate. 
Thus, whatever rate is fixed for earnings, invest- 
ments might eventually be called upon to pay 25 to 
50 per cent. 'more, say tenpence and one shilling 
respectively as a first experiment. 

This would involve no loss to persons dependent 
on small incomes from invested money, as under 
£160 they would still be entirely exempt, while 
up to £700 they would be entitled to the legal 
rebates, and people who enjoy unearned incomes of 
more than that figure may be classed among the 
wealthy. In the case, too, of estates requiring 
management, to which the owners devote their time 
and personal attention, the assessor might be em- 
powered to fix a reasonable amount of the income 
at the lower rate for earnings. 

The present is hardly a suitable time to talk 
of remissions, but there is a very desiral)le one 
that ought not to be lost sight of, so that if the 
happy day should ever arrive when a reduction in 
taxation is possible, it may be given due considera- 
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tion. British, colonies derive most of their taxation 
revenue from indirect sources,- usually under the 
plea that direct taxes are extremely difficult to levy 
and collect. The most likely item in this respect is 
an income tax, but it is practically barred, by the 
fact that so many British investors object to pay it 
twice over, and under such conditions would be in- 
disposed to embark capital in colonial loans and 
enterprises. This question is likely soon to present 
itself in an aggravated form in connection with 
South Africa, where it will be necessary to impose 
a considerable tax on the mines. All shareholders 
will have to pay it irrespective of nationality, but , 
English ones will have to pay over again at home, 
while many foreigners will escape, and this will be 
a strong incentive to register holdings abroad, on 
the part, at any rate, of the larger capitalists. It^ 
seems only fair, therefore, that the British 
Exchequer should relinquish its claims for income 
tax to the extent of any sums paid to a Coloniaf 
Government, provided the rate is not in excess of 
that levied at home, and that proper vouchers of ; 
payment are forthcoming. This might furnish a 
stimulus to some of the Colonial Governments to 
introduce such a tax, and repeal or reduce some of 
the duties on imported commodities, which would 
act as a strong incentive to trade. The loss to the 
British" Treasury would certainly not be very great 
to begin with. The income derived in this country 
from Indian and Colonial Government securities is 
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ratlier under £20,000,000. An equal amount pro- 
bably is obtained from industrial investments, pro- 
perty, and interests in businesses of various kinds. 
Netting like the whole of this would be charged 
abroad, and what was would mostly be at a lower rate 
than that now prevailing at home. The amount 
involved would probably fall a good deal short of 
£1,000,000, and its surrender would prove to the 
colonies that we were willing to assist them in a 
more practical manner than hitherto. 

Death duties date from much the same time as 
income tax, the serious financial straits of the 
Government a century ago having compelled it to 
cast about for any practicable scheme for raising 
money. They were at first very unproductive, but 
were never on that account surrendered. By the 
year 1812 they were yielding about £1,000,000, and 
as the method of levying them had then become more 
regular and scientific, there appears to have been a 
steady increase from that period. The famous 
Finance Act passed by Sir William Harcourt in 
1894 is, of course, only a re -arrangement of the 
duties as they formerly existed, though with the 
intention, which has been abundantly fulfilled, of 
increasing their productiveness. In fact the yield 
f6r that year was not quite £10,000,000, while for 
1899-1900 it reached £18,409,000, or very little 
short of -double. This, however, is not the true 
measure of the increase effected by the arrangement, 
as the return of 1894 proved exceptionally small, 
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wliile for 1900 it far exceeded all previous 
experience. As a matter of fact, it is estimated that 
the Act of 1894 made a difference in 1900 in favour 
of the Exchequer of ahout £5,000,000 compared 
with what it would have been under the old system. 

This has all been taken out of large, and mostly 
of very large estates. Small ones are treated more 
leniently than before, and moderate ones much 
about the same. Though the last financial year did 
not include many more estates worth a quarter of 
a million and upwards than the previous one, 79 
against 67, several of them were of immense value, 
and the capital subjected to duty was very nearly 
£60,000,000, as compared with some £35,000,000; 
the receipts from the twelve millionaires alone were 
£2,150,000, against only £940,000 from the nine of 
the previous year. While this may have been 
exceptional, it is quite possible that the higher basis 
may be well maintained, because many great 
fortunes have been made in the United Kingdom 
during the last few years, which will in due course 
be tapped for the benefit of the Treasury. 

The death duties include more than the mere estate 
duty, as there is an additional tax on bequests made 
to any but the nearest relatives, whether of personal or 
of real estate. The actual receipts were as follows : — 

Estate Duty £14,318,000 

■Legacy Duty 3,215,000 

Succession Duty 705,000 

Miscellaneous 171,000 

£18,409,000 
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It is really -under the first of these that the increase 
of late years has occurred ; the succession duty has 
actually yielded less, and the legacy duty, which is 
naturally of a fluctuating character, has on one pre- 
vious occasion at least yielded more. But the mass 
of wealth contributing is steadily on the increase. 
Last year the net value liable to duty was 
£293,000,000, against £250,000,000 for 1899, though 
the amounts on which payments were actually made 
in each case varied slightly from these figures. 

A great deal of indignation has been expended 
against these duties on the part of those who have 
to pay them, which is perhaps only natural. Still 
they have become so established a part of the fiscal 
system of the country that no Government dare 
seriously modify, much less repeal them, though 
under cover of another Act, a substantial inroad was 
made on them in 1896. They were claimed to fall 
with special hardship on the landed interest, for 
whose benefit the Agricultural Rating Act was 
passed, which appropriates something over £1,500,000 
a year for the relief of rates on agricultural land as 
a set ofE to the death duties. How substantial this 
is we shall see. 

Of the £289,000,000 which actually paid estate 
duty in 1899-1900, £231,000,000 was declared as 
personalty and £58,000,000 as realty, a proportion 
very similar to that of the previous year, and pro- 
bably fairly representative of the division of the 
wealth of the country, apart from the aggregate of 
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small savings. But all realty is not agricultural 
land. Of the total, by far the largest item, namely, 
£31,000,000, represented house property and husi- 
ness premises, another £5,600,000, the capital value 
of ground rents, and £1,500,000 huilding land, on 
none of which any relief of rates is afforded. 
Agricultural land just exceeded in value 
£19,000,000, and if it paid the same average rate as 
the entire £289,000,000 it contributed to the estate 
duty just £940,000. That would be upon a 5 per 
cent, basis, and would assume the fortunes of land- 
owners to average between £50,000 and £75,000. 
Some of them, of course, are a great deal more, but 
even allowing a higher rate than the average, the 
relief to this class of property amounts to much more 
than its total payment to the duties, while its object 
was declared to be merely compensation for the 
additional burden added in 1894. 

At the same time, it must be recognised that this 
estate duty may, and often does, inflict a grievance, 
to which real property, especially that belonging to 
the greater landowners, is peculiarly liable. There 
must be a great element of chance in iuch a tax. A 
man's contribution to it is practically lessened every 
year he lives, so that it becomes a premium on a 
long life and a penalty on a short one. Moreover, 
a great personal estate is almost certain to be broken 
up into miany parts, and though each of these parts 
may again fructify, they are practically new estates 
when next called on to pay the duties, which will 
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probably be on a lower scale than the original. It 
rarely, if ever, happens, that a large estate of this 
character pays twice on the same securities or the 
same value, even if several lives follow one another 
in rapid succession. 

But in the case of many landed properties, small 
as well as great, it is different. They pass down 
intact from generation to generation, and it is 
practically the same estate that pays the duty on 
each occasion. The principle of perpetuating 
families in this manner may be a good, or it may 
be an evil one ; it is certainly quite legal, and while 
it remains so ought not to be penalised. The 
wealthy merchant or banker provides for his family 
and continues himself to enjoy the entire income 
while he lives, by bequeathing his estate, among 
them ; the wealthy landowner makes provision for all 
but one member of it very likely by means of heavy 
insurances which eat largely into his income, and 
the capital value of which goes to swell his estate 
at his death. His economy, as well as his pride of 
ancestry, is thus heavily taxed. 

It is quite conceivable that in the case of an estate 
to which there is rapid succession, these duties in 
the course of a century or so msty swallow up the 
entire value, and so amount practically to confisca- 
tion. To some land law reformers this may appear 
a satisfactory state of things, but it is not one oi 
which the majority of the people of the country is 
at all likely to approve. The remedy for it seems 
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to be a scale of years as well as of values, that is, 
where clear proof is forthcoming that specific pro- 
perty, whether real or personal, has paid duty within 
a certain period, and has not changed hands until it 
again becomes liable by the decease of the owner, 
some rebate should be allowed from the full rate 
charged. As matters stand at present, one property 
may be contributing an equivalent of 5 per cent, 
per annum of its income to the revenue by means of 
the tax, while another adjoining may be yielding 
10 or 15 per cent. It is the one form of taxation over 
which the payer has no control, and which is 
regulated to a very large extent by circumstances 
altogether beyond calculation. The owner of great 
wealth invested in tangible and negotiable securities 
can, and often does, evade payment of his proper 
share by distributing it gradually among his heirs, 
and it is difiicult to see how this can be prevented ; 
indeed, the tendency of the future is likely to be an 
increase in this practice from which the owner of 
fixed estate is necessarily debarred. 

One of the greatest diificulties in the way of a 
thorough reform in the system of land taxation will 
always be the existence of such anomalies while they 
are permitted. The land of the United Kingdom 
may, on the whole, contribute much less than its 
proper share to the national revenue, but as long 
as any of it pays too much, it will be used as a lever 
to prevent further exactions on the remainder, a 
great deal of which pays too little. Much of the 



116 BRITISH NATIONAL FINANCE. 

opposition will be disarmed if justice is only done in 
small matters. The same thing applies equally to 
the estate duty as a whole. It has so far exceeded 
expectations, and promises to continue to yield in so 
prolific a manner, that concessions amounting 
probably to less than 5 per cent, of the total may 
easily be granted where they are recognised as likely 
to lead to the removal of real grievance as distinct 
from merely sentimental objection. 
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